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Mr. KasicH, from the Committee on the Budget,

submitted the following

REPORT
together with

MINORITY, ADDITIONAL, AND DISSENTING VIEWS
[To accompany H.R. 3734]

[Including cost estimate of the Congressional Budget Office]

The Committee on the Budget, to whom reconciliation rec-
ommendations were submitted pursuant to section 201(a)(1) of
House Concurrent Resolution 178, the concurrent resolution on the
budget for fiscal year 1997, having considered the same, report the
bill without recommendation.
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A HELPING HAND, NOT A HANDOUT
INTRODUCTION TO THE WELFARE AND MEDICAID REFORM ACT OF 1996

This legislation incorporates two of the most important reforms
being undertaken by the 104th Congress: reforming the Nation’s
failed welfare system and restructuring the Federal/State Medicaid
program. The committees of jurisdiction have submitted extensive
report language explaining their respective portions of the legisla-
tion. This introduction, by the Committee on the Budget, describes
the broad policy goals of the reforms.

REFORMING WELFARE

There is little doubt that the current welfare system is a failure.
It traps recipients in a cycle of dependency. It undermines the val-
ues of work and family that form the foundation of America’s com-
munities. Most devastating of all, it fails the Nation’s children.

These are the pathologies that the welfare reform incorporated in
this reconciliation measure is intended to cure.

The reform proposal saves families by promoting work, discour-
aging illegitimacy, and strengthening child support enforcement. It
converts welfare into a helping hand, rather than a handout, by
limiting lifetime welfare benefits. It halts payments to people who
should not be on welfare. It grants maximum State flexibility to
show true compassion by helping those in need achieve the freedom
of self-reliance.

Opponents of such genuine reforms have tried to argue that the
current system allows for State flexibility by providing waivers
from Federal requirements. We reject this alternative—it only
maintains a system in which States must beg Washington for per-
mission to innovate for the benefit of their populations. This is not
real reform. Only fundamental reform of welfare can correct the
dama(gle to families and children that the current system has
caused.

THE CURRENT WELFARE SYSTEM IS A FAILURE

Consider the following facts about today’s welfare system:

- Since 1960, all levels of government have spent $5.4 trillion (in
constant 1992 dollars) on programs to end poverty. Yet the
poverty rate has held stubbornly at between 12 percent and 15
percent of the population.

- Total spending on antipoverty programs has risen from $24.4
billion in 1960 to an estimated $397.1 billion in 1995.

- While poverty has failed to decline, enrollment in Aid to Fami-
lies With Dependent Children [AFDC], the principal welfare
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program, has increased fivefold. At the same time, illegitimacy
has increased 400 percent, the number of single-parent fami-
lies has increased 238 percent, and violent crime has risen 560
percent. All these pathologies are linked to the current struc-
ture of welfare itself.

The welfare system contradicts fundamental American values
that ought to be encouraged and rewarded: work, family, personal
responsibility, and self-sufficiency. Instead, the system subsidizes
dysfunctional behavior.

According to a recent Cato Institute study, the total package of
public benefits for low-income persons is, in many cases, substan-
tially more generous than working. Cato notes that welfare pays
more than the starting salary for a teacher in 9 States; more than
the average salary for a secretary in 29 States; more than an $8
per hour job in 40 States; and more than the entry level salary for
a computer programmer in the most generous States. Furthermore,
only 20 percent of those receiving welfare benefits today are cov-
ered by any kind of work requirement, and still fewer work.

As welfare discourages work, it encourages long-term depend-
ency. According to research done for the Urban Institute, 90 per-
cent of those currently receiving welfare will eventually spend more
than 2 years on the rolls, and 76 percent will receive welfare for
more than 5 years. Thus welfare punishes its intended bene-
ficiaries, isolating them from the economic and social mainstream.

The failures of welfare also represent a major factor in America’s
crime wave. High rates of welfare dependency correlate with high
crime rates among young men. Indeed, a lack of married parents—
a condition promoted by the current welfare system—contributes
more to the crime rate than do race or poverty: A major 1988 study
of 11,000 individuals found that “the percentage of single-parent
households with children between the ages of 12 to 20 is signifi-
cantly associated with rates of violent crime and burglary.”

In addition, the welfare system empowers bureaucrats rather
than the poor. Washington spends roughly $150 billion a year on
about 75 means-tested programs that the public thinks of as “wel-
fare.” But much of this spending has been absorbed by an expand-
ing bureaucracy for delivering social services that eats up a dis-
proportionate amount of the funds available for fighting poverty.

THE CURRENT SYSTEM FAILS CHILDREN

The greatest tragedy of the welfare system is how it harms the
Nation’s children. By promoting illegitimacy, the system breeds a
variety of other pathologies scarring children in ways that can af-
fect their entire lives.

First, welfare-encouraged illegitimacy leads to increased risks of
behavioral and emotional problems during childhood. The National
Health Interview Survey of Child Health has confirmed that chil-
dren born out of wedlock have more emotional and behavioral prob-
lems than children in intact families. These problems include anti-
social behavior, hyperactivity, disobedience, greater peer conflict,
and dependency.

Second, welfare-encouraged out-of-wedlock childbearing increases
the probability of teen sexual activity and future welfare depend-
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ency. According to the National Longitudinal Survey of Youth,
teenagers whose mothers have never married are two-and-a-half
times more likely to be sexually active. Research done for the De-
partment of Health and Human Services shows that children born
out of wedlock are three times more likely to become dependent on
welfare than are other children. An analysis by June E. O’Neill, Di-
rector of the Congressional Budget Office [CBO], concluded that a
50-percent increase in the monthly value of AFDC and food stamp
benefits led to a 43-percent increase in the number of out-of-wed-
lock births.

Third, the receipt of welfare income has negative effects on
young boys with respect to their long-term employment and earn-
ings capacity. According to a University of Michigan study, the
more welfare income received by the boy’s family while he was
growing up, the lower are his earnings as an adult.

BENEFITS OF THE WELFARE REFORM PLAN

The welfare reform incorporated in this reconciliation bill saves
families and promotes work. CBO estimates that under this pro-
posal, 1.3 million families on welfare will be working in fiscal year
2002. That is 30 percent more welfare recipients gaining the bene-
fits of work experience than CBO estimates would be working
under the administration’s proposal.

Under the congressional plan, welfare is, for the first time, con-
verted to a work program. The proposal requires one member of
every family on welfare to be working within 2 years. Lifetime wel-
fare benefits are limited to 5 years (though exemptions for special
hardship may be applied to as many as 20 percent of families if
necessary). The plan also fulfills the request of the Nation’s Gov-
ernors for $4 billion in additional child care funding, resulting in
$3 billion more than current law to assist welfare recipients in ob-
taining the child care they need to leave welfare and move into the
work force. In addition, a $1-billion performance bonus fund makes
additional moneys available to States that are successful in moving
welfare recipients off welfare rolls and into productive work.

The proposal also discourages out-of-wedlock childbearing. It al-
lows States to cap benefits for those on welfare, ending bonuses for
families on welfare who have additional children they cannot sup-
port. States that reduce out-of-wedlock births without increasing
abortions are rewarded with further cash grants. Any teenager who
gives birth out of wedlock is required to live with an adult and re-
main in school to continue receiving welfare benefits.

At the same time, child support enforcement is significantly
strengthened to ensure that absent noncustodial parents provide fi-
nancial support for their children. Uniform State tracking proce-
dures are established to catch deadbeat parents. Stronger mea-
sures are taken to establish paternity in cases of out-of-wedlock
births.

The proposal cuts through the bureaucratic maze that the Wash-
ington-centered welfare regime has created. The plan gives States
the freedom to innovate in developing income support programs for
welfare families that encourage personal responsibility and move
welfare recipients into the work force. [By contrast, the President’s
welfare plan would continue requiring States to seek Federal ap-
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proval for such innovations.] Furthermore, States are permitted to
harmonize cash welfare assistance and food stamps, so that one set
of rules can be used for families applying for both programs. This
eliminates bureaucratic duplication while providing one-stop serv-
ice to program participants.

The plan also combats substance abuse by allowing States to
sanction welfare recipients who test positive for illicit drug use.

The congressional welfare reform strategy ends the role of wel-
fare as an immigration magnet and goes significantly farther than
the President’s proposals in discouraging welfare-based immigra-
tion. Under the congressional plan, families that sponsor immi-
grant relatives will be legally required to provide for the economic
well-being of the members they bring to the United States. The re-
form also would exclude aliens who are not veterans of the U.S.
military from receiving food stamps or Supplemental Security In-
come [SSI] benefits until they have obtained U.S. citizenship, or
until they have worked and paid Social Security taxes for at least
40 quarters. This approach is significantly more forceful than the
President’s proposal, which still allows aliens who have never
worked in the United States to obtain these welfare benefits if
their U.S. citizen sponsors are low-income as well.

THE SHORTCOMINGS OF WAIVERS

Those who advocate the Federal waiver process as an alternative
to fundamental welfare reform overlook the basic flaw in this ap-
proach: The process leaves unchallenged the notion that Federal
bureaucrats in Washington should have the last say in any decision
involving the design of programs intended to attack poverty. Waiv-
ers, which can be revoked, keep the power in Washington; they
cannot substitute for fundamental, systemic changes that empower
States and local communities to make their own decisions about
how to address the needs of their populations. In virtually every
case in which waivers have been granted, States have been re-
quired to modify their original programs to obtain Federal approval
for the waiver. Thus, welfare recipients are denied the full benefit
of the innovations that States are seeking to initiate. In addition,
few waivers have been granted statewide, and most of them have
involved relatively noncontroversial items such as requiring teen-
age mothers to attend school or remain in their parents’ homes as
a condition of receiving benefits.

The administration’s treatment of Wisconsin’s waiver requests is
illuminating. For all of the administration’s claims that it is re-
forming welfare through waivers, it remains to be seen if the ad-
ministration will actually accept a statewide time limit on welfare
benefits such as those the State of Wisconsin has requested. Some
White House policymakers already are backtracking on the Presi-
dent’s promise to grant Wisconsin the waiver to implement a state-
wide time limit, and so far the administration has resisted giving
this kind of sweeping statewide waiver in a major substantive pol-
icy area.

Waivers themselves are treated not as welfare reform measures,
but as social science “experiments.” The waiver process requires
States to maintain “control” groups—recipients who are kept in the
existing system so they can be compared with those experiencing
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the reform. This approach only serves the social engineers while
denying some portion of a State’s welfare population an escape
from a system that is already known to have failed.

Also, because waivers are considered experimental, they have
time limits; they expire after a period of several years, putting the
State at risk that a future administration will choose not to renew
the waiver, forcing the State to abandon their policy changes and
revert to the old system.

OHIO’S EXPERIENCE WITH THE WAIVER PROCESS

On March 14, 1996, the administration announced its approval
of the State of Ohio’s request for waivers from Federal law needed
to implement Ohio’s welfare reform legislation passed last year. It
took the administration 7 months to process the waiver. Neverthe-
less, Ohio’s Governor Voinovich was pleased to finally receive a de-
cision from Washington, and, on the whole, he and other State offi-
cials were pleased that most of their plan survived intact. But the
administration rejected four parts of the Ohio plan, or requested
substantive changes that essentially gutted certain provisions. The
administration:

- Watered down Ohio’s 36-month time limit on AFDC eligibility
for participants in the AFDC JOBS program, essentially re-
moving application of the limit to persons unable to find work
after making good faith efforts to do so.

- Denied the State’s request to block increases in food stamp
benefits for persons whose AFDC benefits were reduced as a
sanction for failure to comply with conditions of the new Ohio
program.

- Denied the State’s request that persons found guilty of welfare
fraud could have their Medicaid benefits revoked. The provi-
sion applied only to adults in the household; children’s benefits
would have continued.

- Limited the State’s ability to expand its subsidized jobs pro-
gram, even though it contained safeguards against eliminating
currently existing jobs.

In addition to these changes, the Department of Health and
Human Services [HHS] prohibited the State from implementing the
reforms in five counties, which would serve as a “control” group.

RESTRUCTURING MEDICAID
SHIFTING POWER AND INFLUENCE OUT OF WASHINGTON

Like the welfare reform strategy embraced in this legislation, the
restructuring of Medicaid focuses on shifting greater control and
responsibility to the States. It proceeds from the premise that al-
lowing States to design their own programs will make each State
better able to address the unique needs of its population. The con-
gressional plan eliminates the current Federal Medicaid law and
then adds back any guarantees and guidelines needed to assure ap-
propriate coverage. This represents a key difference with the ad-
ministration’s approach. The President would retain the current
Federal Medicaid law (Title XIX of the Social Security Act) and al-



8

most all of its regulations. Thus the President would keep the
power and influence in Washington.

The congressional plan also recognizes that current Medicaid
costs—driven by the structure of the Federal-State program itself—
are unsustainable. Medicaid spending has exploded: It has grown
an average of 19.1 percent annually between 1990 and 1994, and
is currently projected to increase by roughly 10 percent a year
through 2002 if left unreformed.

The growth of Medicaid spending also has put extraordinary
pressure on State budgets. In 1987, Medicaid represented about
10.2 percent of all State expenditures; by 1994, it had increased to
about 19.4 percent of all State expenditures. Thus, over a 7-year
interval, State Medicaid spending had nearly doubled as a percent
of total State spending. This growth has drained State funds from
other critical needs, causing a decline in the proportion of State
funds for elementary and secondary education, higher education,
welfare, and transportation.

Medicaid cost pressure results from Federal micromanagement,
complex bureaucratic requirements, outdated delivery systems, fed-
erally mandated expansions in eligibility, and waste, fraud, and
abuse in the program. Additional cost pressure also comes from
practices in the States, because Medicaid requires the Federal Gov-
ernment to pay its preestablished share of whatever the States
spend. This encourages States to spend more so they can get more.
The House Medicaid reform strategy encourages States instead to
establish efficient and effective programs.

PROVIDING ADEQUATE FUNDING

Under the congressional Medicaid reform, funding would in-
crease each year, from $95.7 billion in fiscal year 1996 to $136.5
billion in fiscal year 2002—a 43-percent increase. Outlays over the
next 6 years will equal $731 billion, a 58-percent increase from the
$463 billion over the previous 6 years. Medicaid spending per recip-
ient would grow from $2,600 in fiscal year 1996 to $3,170 in fiscal
year 2002. The plan allows States to provide health care for an in-
dividual whose income does not exceed 275 percent of the Federal
poverty level. [The poverty level for a family of four is $15,600 for
1996. The 275-percent level would be $42,900.] States will continue
to match the Federal Medicaid dollars to receive Federal funds.

ENSURING GUARANTEES OF COVERAGE

To assure that the most vulnerable populations will receive cov-
erage, the plan contains coverage guarantees for the following pop-
ulations:

- Pregnant women and children under age 6 whose families’ in-
comes are below 133 percent of poverty.

- Children age 6 to 12 whose families’ incomes are below 100
percent of poverty and phase in children up to age 18.

- Disabled individuals who meet specified income and resource
standards.

- Elderly individuals who meet SSI income and resource stand-
ards.
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The legislation also contains other, less restrictive, measures
such as a requirement that each State continue to spend at least
90 percent of what it had been spending on mandatory services for
three broad groups of eligibles: low-income families, low-income el-
derly, and low-income disabled.

PROTECTING NURSING HOME RESIDENTS, THEIR SPOUSES, AND THEIR
FAMILIES

The plan maintains the Federal nursing home protections en-
acted in 1987. It also contains measures to ensure that the spouse
of a nursing home resident will not have to impoverish himself or
herself to ensure Medicaid nursing home benefits for an institu-
tionalized spouse. Finally, the plan prohibits States from requiring
an adult child of an institutionalized parent to contribute to the
cost of the nursing facility and other long-term care services cov-
ered under the State plan. Contributions by the adult children
must be voluntary.

PROVIDING A FAIRER DISTRIBUTION OF FUNDS

The current formula distributes Medicaid funds using State per-
capita income only. Per-capita income is used as a measure of both
tge State’s need and its fiscal capacity. It is a good measure of nei-
ther.

The congressional Medicaid restructuring plan employs a new
formula, developed by the General Accounting Office [GAO]. The
formula derives from three factors:

- A 3-year rolling average of the number of residents in poverty
in each State.

- A “case mix index” reflecting the severity of a State’s Medicaid
caseload—such as what percentage of Medicaid recipients are
elderly as opposed to mothers and children, who are less ex-
pensive to care for.

- A health care input cost index, which measures wages paid by
hospitals in the State.

The formula also uses the U.S. average spending per person in
poverty (the same value for all States) and the current Federal/
State matching rate (which varies by State from 50 percent to 80
percent).

SPENDING COMPARISONS

Comparisons with historical data, and with the President’s pro-
posal, show that the congressional restructuring plan successfully
reforms Medicaid and protects vulnerable populations at lower
costs than those projected under current law or in the administra-
tion’s plan [see tables 1 and 2].

For example, the congressional plan slows the growth of Medic-
aid to an average of 6.1 percent a year over the next 6 years, com-
pared with the 9.7-percent-a-year projected by the Congressional
Budget Office [CBO] if no reforms are undertaken. Overall, the
plan would spend $731 billion for Medicaid over the next 6 years,
saving $72 billion from the $803 billion that CBO projects will be
spent in an unreformed program. Nevertheless, the congressional
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plan allows for 58 percent more funds over the next 6 years than
the $463 billion spent in the past 6 years.

In contrast, the administration plan calls for a spending growth
rate averaging 7.2 percent a year over the next 6 years. The Presi-
dent’s plan would spend $749 billion over 6 years, an increase of
62 percent from the past 6 years. The administration’s savings
total $54 billion through 2002.

TABLE 1.—PROJECTED MEDICAID SPENDING

[In billions of dollars]

1996 1997 1998 1999 2000 2001 2002

CBO 95.7 1051 1154 1264 1382 1515 1664
(7-Year Increase 1996-2002: 74 Percent)

Administration 95.7 1066 1136 1207 1284 1354 1449
(7-Year Increase 1996-2002: 51 Percent)

Congressional Medicaid Reform 957 1056 113.9 119.0 1247 1309 1373
(7-Year Increase 1996-2002: 43 Percent)

Source: Congressional Budget Office.

TABLE 2.—PROJECTED MEDICAID GROWTH RATES
[Percentage growth, year by year]

1997 1998 1999 2000 2001 2002

CBO 9.8 9.8 9.5 9.3 9.7 9.9
(Average Growth Over 6 Years: 9.7 Percent a Year)

Administration 114 6.6 6.2 6.4 54 7.0
(Average Growth Over 6 Years: 7.2 Percent a Year)

Congressional Medicaid Reform 10.3 79 45 48 5.0 49
(Average Growth Over 6 Years: 6.1 Percent a Year)

Source: Congressional Budget Office.

A WORD ABOUT THE PROCESS

The Welfare and Medicaid Reform Act of 1996 represents the
first installment of a three-part reconciliation process envisioned in
the conference report on House Concurrent Resolution 178, the
budget resolution for fiscal year 1997.

The budget resolution envisions an ambitious agenda of reforms
to reduce the size and scope of the Federal Government and to pro-
vide tax relief for working American families. Under the most com-
mon practice, a major portion of these reforms would be pursued
through a single, omnibus reconciliation bill. But such legislation
can become so unwieldy and complex that Members may have dif-
ficulty grasping its entire content. The House-Senate conferees on
an omnibus reconciliation bill can number in the hundreds. Finally,
a President may be inclined to veto such legislation, even if he sup-
ports parts of it, because he opposes other portions. Thus, the all-
or-nothing character of an omnibus bill can force the rejection of
even those measures favored by both Congress and the President.
More important, the Nation’s citizens may sacrifice the benefits of
legislative reforms that would have been enacted in a different
combination.
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The three-part reconciliation process called for by H.Con.Res. 178
seeks to overcome these hurdles by breaking down reconciliation
into a more orderly process comprising more manageable pieces.
The Welfare and Medicaid Reform Act of 1996 is the first of these.
The process permits Congress to follow this bill later in the sum-
mer with a Medicare preservation plan and a package of tax relief
and miscellaneous direct spending reforms.

As designed in the budget resolution conference report, the
multi-reconciliation process provides maximum flexibility to
achieve the changes in spending and the tax relief assumed in the
budget. For example, any of the spending or revenue changes as-
sumed in the first reconciliation bill could—if the first bill were not
enacted—Dbe achieved in the third bill. Moreover, the reconciled
committees are permitted to exceed the savings assumed in each
of the reconciliation bills.

Nevertheless, the process still requires reconciled committees ul-
timately to meet their targets, whether incrementally, through the
separate reconciliation bills, or solely through the third bill.






TITLE I—COMMITTEE ON
AGRICULTURE

SEC. 1001. SHORT TITLE.

This title may be cited as the “Food Stamp Reform and Com-
modity Distribution Act of 1996”.

SEC. 1002. TABLE OF CONTENTS.
The table of contents of this title is as follows:

TITLE I—FOOD STAMPS AND COMMODITY DISTRIBUTION

Sec. 1001. Short title.
Sec. 1002. Table of contents.

Subtitle A—Food Stamp Program

Sec. 1011. Definition of certification period.

Sec. 1012. Definition of coupon.

Sec. 1013. Treatment of children living at home.

Sec. 1014. Optional additional criteria for separate household determinations.

Sec. 1015. Adjustment of thrifty food plan.

Sec. 1016. Definition of homeless individual.

Sec. 1017. State option for eligibility standards.

Sec. 1018. Earnings of students.

Sec. 1019. Energy assistance.

Sec. 1020. Deductions from income.

Sec. 1021. Vehicle allowance.

Sec. 1022. Vendor payments for transitional housing counted as income.

Sec. 1023. Doubled penalties for violating food stamp program requirements.

Sec. 1024. Disqualification of convicted individuals.

Sec. 1025. Disqualification.

Sec. 1026. Caretaker exemption.

Sec. 1027. Employment and training.

Sec. 1028. Comparable treatment for disqualification.

Sec. 1029. Disqualification for receipt of multiple food stamp benefits.

Sec. 1030. Disqualification of fleeing felons.

Sec. 1031. Cooperation with child support agencies.

Sec. 1032. Disqualification relating to child support arrears.

Sec. 1033. Work requirement.

Sec. 1034. Encourage electronic benefit transfer systems.

Sec. 1035. Value of minimum allotment.

Sec. 1036. Benefits on recertification.

Sec. 1037. Optional combined allotment for expedited households.

Sec. 1038. Failure to comply with other means-tested public assistance programs.

Sec. 1039. Allotments for households residing in centers.

Sec. 1040. Condition precedent for approval of retail food stores and wholesale food
concerns.

Sec. 1041. Authority to establish authorization periods.

Sec. 1042. Information for verifying eligibility for authorization.

Sec. 1043. Waiting period for stores that fail to meet authorization criteria.

Sec. 1044. Operation of food stamp offices.

Sec. 1045. State employee and training standards.

Sec. 1046. Exchange of law enforcement information.

Sec. 1047. Expedited coupon service.

Sec. 1048. Withdrawing fair hearing requests.

Sec. 1049. Income, eligibility, and immigration status verification systems.

(13)
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Sec. 1050. Disqualification of retailers who intentionally submit falsified applica-
tions.

Sec. 1051. Disqualification of retailers who are disqualified under the WIC pro-
gram.

Sec. 1052. Collection of overissuances.

Sec. 1053. Authority to suspend stores violating program requirements pending ad-
ministrative and judicial review.

Sec. 1054. Expanded criminal forfeiture for violations.

Sec. 1055. Limitation of Federal match.

Sec. 1056. Standards for administration.

Sec. 1057. Work supplementation or support program.

Sec. 1058. Waiver authority.

Sec. 1059. Response to waivers.

Sec. 1060. Employment initiatives program.

Sec. 1061. Reauthorization.

Sec. 1062. Simplified food stamp program.

Sec. 1063. State food assistance block grant.

Sec. 1064. A study of the use of food stamps to purchase vitamins and minerals.

Sec. 1065. Investigations.

Sec. 1066. Food stamp eligibility.

Sec. 1067. Report by the Secretary.

Sec. 1068. Deficit reduction.

Subtitle B—Commodity Distribution Programs

Sec. 1071. Emergency food assistance program.

Sec. 1072. Food bank demonstration project.

Sec. 1073. Hunger prevention programs.

Sec. 1074. Report on entitlement commodity processing.

Subtitle C—Electronic Benefit Transfer Systems
Sec. 1091. Provisions to encourage electronic benefit transfer systems.

Subtitle A—Food Stamp Program

SEC. 1011. DEFINITION OF CERTIFICATION PERIOD.

Section 3(c) of the Food Stamp Act of 1977 (7 U.S.C. 2012(c))
is amended by striking “Except as provided” and all that follows
and inserting the following: “The certification period shall not ex-
ceed 12 months, except that the certification period may be up to
24 months if all adult household members are elderly or disabled.
A State agency shall have at least 1 contact with each certified
household every 12 months.”.

SEC. 1012. DEFINITION OF COUPON.

Section 3(d) of the Food Stamp Act of 1977 (7 U.S.C. 2012(d))
is amended by striking “or type of certificate” and inserting “type
of certificate, authorization card, cash or check issued in lieu of a
coupon, or an access device, including an electronic benefit transfer
card or personal identification number,”.

SEC. 1013. TREATMENT OF CHILDREN LIVING AT HOME.

The second sentence of section 3(i) of the Food Stamp Act of
1977 (7 U.S.C. 2012(1)) is amended by striking “(who are not them-
selves parents living with their children or married and living with
their spouses)”.

SEC. 1014. OPTIONAL ADDITIONAL CRITERIA FOR SEPARATE HOUSE-
HOLD DETERMINATIONS.

Section 3(1) of the Food Stamp Act of 1977 (7 U.S.C. 2012(i))

is amended by inserting after the third sentence the following:
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“Notwithstanding the preceding sentences, a State may establish
criteria that prescribe when individuals who live together, and who
would be allowed to participate as separate households under the
preceding sentences, shall be considered a single household, with-
out regard to the common purchase of food and preparation of
meals.”.

SEC. 1015. ADJUSTMENT OF THRIFTY FOOD PLAN.
The second sentence of section 3(o) of the Food Stamp Act of
1977 (7 U.S.C. 2012(0)) is amended—

(1) by striking “shall (1) make” and inserting the following:
“shall—

“(1) make”;

(2) by striking “scale, (2) make” and inserting “scale;

“(2) make”;

(3) by striking “Alaska, (3) make” and inserting the follow-
ing: “Alaska;

“(3) make”; and

(4) by striking “Columbia, (4) through” and all that follows
through the end of the subsection and inserting the following:
“Columbia; and

“(4) on October 1, 1996, and each October 1 thereafter, ad-
just the cost of the diet to reflect the cost of the diet, in the
preceding June, and round the result to the nearest lower dol-
lar increment for each household size, except that on October
1, 1996, the Secretary may not reduce the cost of the diet in
effect on September 30, 1996.”.

SEC. 1016. DEFINITION OF HOMELESS INDIVIDUAL.

Section 3(s)(2)(C) of the Food Stamp Act of 1977 (7 U.S.C.
2012(s)(2)(C)) is amended by inserting “for not more than 90 days”
after “temporary accommodation”.

SEC. 1017. STATE OPTION FOR ELIGIBILITY STANDARDS.

Section 5(b) of the Food Stamp Act of 1977 (7 U.S.C. 2014(d))
is amended by striking “(b) The Secretary” and inserting the follow-
ing:

“(b) ELIGIBILITY STANDARDS.—Except as otherwise provided in
this Act, the Secretary”.

SEC. 1018. EARNINGS OF STUDENTS.
Section 5(d)(7) of the Food Stamp Act of 1977 (7 U.S.C.
2014(d)(7)) is amended by striking “21” and inserting “19”.

SEC. 1019. ENERGY ASSISTANCE.
(a) IN GENERAL.—Section 5(d) of the Food Stamp Act of 1977
(7 U.S.C. 2014(d)) is amended by striking paragraph (11) and in-
serting the following: “(11) a 1-time payment or allowance made
under a Federal or State law for the costs of weatherization or
emergency repair or replacement of an unsafe or inoperative fur-
nace or other heating or cooling device,”.
(b) CONFORMING AMENDMENTS.—
(1) Section 5(k) of the Act (7 U.S.C. 2014(k)) is amended—
(A) in paragraph (1)—
(i) in subparagraph (A), by striking “plan for aid
to families with dependent children approved” and in-
serting “program funded”; and
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(i1) in subparagraph (B), by striking “, not includ-
ing energy or utility-cost assistance,”;

(B) in paragraph (2), by striking subparagraph (C) and
inserting the following:

“(C) a payment or allowance described in subsection
(d)(11);”; and

(C) by adding at the end the following:

“(4) THIRD PARTY ENERGY ASSISTANCE PAYMENTS.—

“(A) ENERGY ASSISTANCE PAYMENTS.—For purposes of
subsection (d)(1), a payment made under a Federal or
State law to provide energy assistance to a household shall
be considered money payable directly to the household.

“(B) ENERGY ASSISTANCE EXPENSES.—For purposes of
subsection (e)(7), an expense paid on behalf of a household
under a Federal or State law to provide energy assistance
shall be considered an out-of-pocket expense incurred and
paid by the household.”.

(2) Section 2605(f) of the Low-Income Home Energy Assist-
ance Act of 1981 (42 U.S.C. 8624(f)) is amended—

(A) by striking “(f)(1) Notwithstanding” and inserting
“(f) Notwithstanding”;

(B) in paragraph (1), by striking “food stamps,”; and

(C) by striking paragraph (2).

SEC. 1020. DEDUCTIONS FROM INCOME.

(a) IN GENERAL.—Section 5 of the Food Stamp Act of 1977 (7
U.S.C. 2014) is amended by striking subsection (e) and inserting
the following:

“(e) DEDUCTIONS FROM INCOME.—

“(1) STANDARD DEDUCTION.—The Secretary shall allow a
standard deduction for each household in the 48 contiguous
States and the District of Columbia, Alaska, Hawaii, Guam,
and the Virgin Islands of the United States of $134, $229,
$189, $269, and $118, respectively.

“(2) EARNED INCOME DEDUCTION.—

“(A) DEFINITION OF EARNED INCOME.—In this para-
graph, the term ‘earned income’ does not include income
excluded by subsection (d) or any portion of income earned
under a work supplementation or support program, as de-
fined under section 16(b), that is attributable to public as-
sistance.

“(B) DEDUCTION.—Except as provided in subparagraph
(C), a household with earned income shall be allowed a de-
duction of 20 percent of all earned income to compensate
for taxes, other mandatory deductions from salary, and
work expenses.

“(C) ExXCEPTION.—The deduction described in subpara-
graph (B) shall not be allowed with respect to determining
an overissuance due to the failure of a household to report
earned income in a timely manner.

“(3) DEPENDENT CARE DEDUCTION.—

“(A) IN GENERAL.—A household shall be entitled, with
respect to expenses (other than excluded expenses de-
scribed in subparagraph (B)) for dependent care, to a de-
pendent care deduction, the maximum allowable level of
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which shall be $200 per month for each dependent child
under 2 years of age and $175 per month for each other
dependent, for the actual cost of payments necessary for
the care of a dependent if the care enables a household
member to accept or continue employment, or training or
education that is preparatory for employment.

“(B) EXCLUDED EXPENSES.—The excluded expenses re-
ferred to in subparagraph (A) are—

“(i) expenses paid on behalf of the household by a
third party;

“(11) amounts made available and excluded for the
expenses referred to in subparagraph (A) under sub-
section (d)(3); and

“(iii) expenses that are paid under section 6(d)(4).

“(4) DEDUCTION FOR CHILD SUPPORT PAYMENTS.—

“(A) IN GENERAL.—A household shall be entitled to a
deduction for child support payments made by a household
member to or for an individual who is not a member of the
household if the household member is legally obligated to
make the payments.

“(B) METHODS FOR DETERMINING AMOUNT.—The Sec-
retary may prescribe by regulation the methods, including
calculation on a retrospective basis, that a State agency
shall use to determine the amount of the deduction for
child support payments.

“(5) HOMELESS SHELTER ALLOWANCE.—A State agency may
develop a standard homeless shelter allowance, which shall not
exceed $143 per month, for such expenses as may reasonably
be expected to be incurred by households in which all members
are homeless individuals but are not receiving free shelter
throughout the month. A State agency that develops the allow-
ance may use the allowance in determining eligibility and al-
lotments for the households, except that the State agency may
prohibit the use of the allowance for households with extremely
low shelter costs.

“(6) EXCESS MEDICAL EXPENSE DEDUCTION.—

“(A) IN GENERAL.—A household containing an elderly
or disabled member shall be entitled, with respect to ex-
penses other than expenses paid on behalf of the house-
hold by a third party, to an excess medical expense deduc-
tion for the portion of the actual costs of allowable medical
expenses, incurred by the elderly or disabled member, ex-
clusive of special diets, that exceeds $35 per month.

“(B) METHOD OF CLAIMING DEDUCTION.—

“(1) IN GENERAL.—A State agency shall offer an el-
igible household under subparagraph (A) a method of
claiming a deduction for recurring medical expenses
that are initially verified under the excess medical ex-
pense deduction in lieu of submitting information or
verification on actual expenses on a monthly basis.

b li‘(ii) METHOD.—The method described in clause (i)
shall—

“I) be designed to minimize the burden for

the eligible elderly or disabled household member
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choosing to deduct the recurrent medical expenses

of the member pursuant to the method;

“(II) rely on reasonable estimates of the ex-
pected medical expenses of the member for the
certification period (including changes that can be
reasonably anticipated based on available infor-
mation about the medical condition of the mem-
ber, public or private medical insurance coverage,
and the current verified medical expenses in-
curred by the member); and

“(IIT) not require further reporting or verifica-
tion of a change in medical expenses if such a
change has been anticipated for the certification
period.

“(7) EXCESS SHELTER EXPENSE DEDUCTION.—

“(A) IN GENERAL.—A household shall be entitled, with
respect to expenses other than expenses paid on behalf of
the household by a third party, to an excess shelter ex-
pense deduction to the extent that the monthly amount ex-
pended by a household for shelter exceeds an amount
equal to 50 percent of monthly household income after all
other applicable deductions have been allowed.

“(B) MAXIMUM AMOUNT OF DEDUCTION.—In the case of
a household that does not contain an elderly or disabled
individual, the excess shelter expense deduction shall not
exceed—

“(i) in the 48 contiguous States and the District of
Columbia, $247 per month; and

“(i1) in Alaska, Hawaii, Guam, and the Virgin Is-
lands of the United States, $429, $353, $300, and $182
per month, respectively.

“(C) STANDARD UTILITY ALLOWANCE.—

“(i) IN GENERAL.—In computing the excess shelter
expense deduction, a State agency may use a standard
utility allowance in accordance with regulations pro-
mulgated by the Secretary, except that a State agency
may use an allowance that does not fluctuate within
a year to reflect seasonal variations.

“(i1) RESTRICTIONS ON HEATING AND COOLING EX-
PENSES.—An allowance for a heating or cooling ex-
pense may not be used in the case of a household
that—

“I) does not incur a heating or cooling ex-
pense, as the case may be;

“(IT) does incur a heating or cooling expense
but is located in a public housing unit that has
central utility meters and charges households,
with regard to the expense, only for excess utility
costs; or

“(IIT) shares the expense with, and lives with,
another individual not participating in the food
stamp program, another household participating
in the food stamp program, or both, unless the al-
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lowance is prorated between the household and
the other individual, household, or both.
“(iii)) MANDATORY ALLOWANCE.—

“I) IN GENERAL.—A State agency may make
the use of a standard utility allowance mandatory
for all households with qualifying utility costs if—

“(aa) the State agency has developed 1 or
more standards that include the cost of heat-
ing and cooling and 1 or more standards that
do ({mt include the cost of heating and cooling;
an

“(bb) the Secretary finds that the stand-
ards will not result in an increased cost to the

Secretary.

“(II) HOUSEHOLD ELECTION.—A State agency
that has not made the use of a standard utility al-
lowance mandatory under subclause (I) shall allow
a household to switch, at the end of a certification
period, between the standard utility allowance
and a deduction based on the actual utility costs
of the household.

“(iv) AVAILABILITY OF ALLOWANCE TO RECIPIENTS
OF ENERGY ASSISTANCE.—

“I) IN GENERAL.—Subject to subclause (II), if
a State agency elects to use a standard utility al-
lowance that reflects heating or cooling costs, the
standard utility allowance shall be made available
to households receiving a payment, or on behalf of
which a payment is made, under the Low-Income
Home Energy Assistance Act of 1981 (42 U.S.C.
8621 et seq.) or other similar energy assistance
program, if the household still incurs out-of-pocket
heating or cooling expenses in excess of any as-
sistance paid on behalf of the household to an en-
ergy provider.

“(I1) SEPARATE ALLOWANCE.—A State agency
may use a separate standard utility allowance for
households on behalf of which a payment de-
scribed in subclause (I) is made, but may not be
required to do so.

“(IIT) STATES NOT ELECTING TO USE SEPARATE
ALLOWANCE.—A State agency that does not elect
to use a separate allowance but makes a single
standard utility allowance available to households
incurring heating or cooling expenses (other than
a household described in subclause (I) or (II) of
subparagraph (C)(ii)) may not be required to re-
duce the allowance due to the provision (directly
or indirectly) of assistance under the Low-Income
Home Energy Assistance Act of 1981 (42 U.S.C.
8621 et seq.).

“(IV) PRORATION OF ASSISTANCE.—For the
purpose of the food stamp program, assistance
provided under the Low-Income Home Energy As-
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sistance Act of 1981 (42 U.S.C. 8621 et seq.) shall
be considered to be prorated over the entire heat-
ing or cooling season for which the assistance was
provided.”.
(b) CONFORMING AMENDMENT.—Section 11(e)(3) of the Act (7
U.S.C. 2020(e)(3)) is amended by striking “Under rules prescribed”
and all that follows through “verifies higher expenses;”.

SEC. 1021. VEHICLE ALLOWANCE.
Section 5(g) of the Food Stamp Act of 1977 (7 U.S.C. 2014(g))
is amended by striking paragraph (2) and inserting the following:
“(2) INCLUDED ASSETS.—

“(A) IN GENERAL.—Subject to the other provisions of
this paragraph, the Secretary shall, in prescribing inclu-
sions in, and exclusions from, financial resources, follow
the regulations in force as of June 1, 1982 (other than
those relating to licensed vehicles and inaccessible re-
sources).

“(B) ADDITIONAL INCLUDED ASSETS.—The Secretary
shall include in financial resources—

“(i) any boat, snowmobile, or airplane used for rec-
reational purposes;

“(ii) any vacation home;

“(iii) any mobile home used primarily for vacation
purposes;

“(iv) subject to subparagraph (C), any licensed ve-
hicle that is used for household transportation or to
obtain or continue employment to the extent that the
fair market value of the vehicle exceeds $4,600; and

“(v) any savings or retirement account (including
an individual account), regardless of whether there is
a penalty for early withdrawal.

“(C) EXCLUDED VEHICLES.—A vehicle (and any other
property, real or personal, to the extent the property is di-
rectly related to the maintenance or use of the vehicle)
shall not be included in financial resources under this
paragraph if the vehicle is—

“(1) used to produce earned income;

“(i1) necessary for the transportation of a phys-
ically disabled household member; or

“(iii) depended on by a household to carry fuel for
heating or water for home use and provides the pri-
mary source of fuel or water, respectively, for the
household.”.

SEC. 1022. VENDOR PAYMENTS FOR TRANSITIONAL HOUSING COUNT-
ED AS INCOME.
Section 5(k)(2) of the Food Stamp Act of 1977 (7 U.S.C.
2014(k)(2)) is amended—
(1) by striking subparagraph (F); and
(2) by redesignating subparagraphs (G) and (H) as sub-
paragraphs (F) and (G), respectively.
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SEC. 1023. DOUBLED PENALTIES FOR VIOLATING FOOD STAMP PRO-
GRAM REQUIREMENTS.

Section 6(b)(1) of the Food Stamp Act of 1977 (7 U.S.C.
2015(b)(1)) is amended—
(1) in clause (i), by striking “six months” and inserting “1
year”; and
(2) in clause (ii), by striking “1 year” and inserting “2
years”.

SEC. 1024. DISQUALIFICATION OF CONVICTED INDIVIDUALS.
Section 6(b)(1)(iii) of the Food Stamp Act of 1977 (7 U.S.C.
2015(b)(1)(1i1)) is amended—
(1) in subclause (IT), by striking “or” at the end;
(2) in subclause (III), by striking the period at the end and
inserting “; or”; and
(3) by inserting after subclause (III) the following:
“(IV) a conviction of an offense under subsection (b) or
(c) of section 15 involving an item covered by subsection (b)
or (c) of section 15 having a value of $500 or more.”.

SEC. 1025. DISQUALIFICATION.
(a) IN GENERAL.—Section 6(d) of the Food Stamp Act of 1977
(7 U.S.C. 2015(d)) is amended by striking “(d)(1) Unless otherwise
exempted by the provisions” and all that follows through the end
of paragraph (1) and inserting the following:
“(d) CONDITIONS OF PARTICIPATION.—
“(1) WORK REQUIREMENTS.—

“(A) IN GENERAL.—No physically and mentally fit indi-
vidual over the age of 15 and under the age of 60 shall be
eligible to participate in the food stamp program if the in-
dividual—

“(1) refuses, at the time of application and every
12 months thereafter, to register for employment in a
manner prescribed by the Secretary;

“(i1) refuses without good cause to participate in
an employment and training program under para-
graph (4), to the extent required by the State agency;

“(iii) refuses without good cause to accept an offer
of employment, at a site or plant not subject to a
strike or lockout at the time of the refusal, at a wage
not less than the higher of—

“(I) the applicable Federal or State minimum
wage; or

“(IT) 80 percent of the wage that would have
governed had the minimum hourly rate under sec-
tion 6(a)(1) of the Fair Labor Standards Act of

1938 (29 U.S.C. 206(a)(1)) been applicable to the

offer of employment;

“(iv) refuses without good cause to provide a State
agency with sufficient information to allow the State
agency to determine the employment status or the job
availability of the individual,

“(v) voluntarily and without good cause—

“(I) quits a job; or
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“(IT) reduces work effort and, after the reduc-
tion, the individual is working less than 30 hours
per week; or
“(vi) fails to comply with section 20.

“(B) HOUSEHOLD INELIGIBILITY.—If an individual who
is the head of a household becomes ineligible to participate
in the food stamp program under subparagraph (A), the
household shall, at the option of the State agency, become
ineligible to participate in the food stamp program for a
period, determined by the State agency, that does not ex-
ceed the lesser of—

“(1) the duration of the ineligibility of the individ-
ual determined under subparagraph (C); or

“(ii) 180 days.

“(C) DURATION OF INELIGIBILITY.—

“(1) FIRST VIOLATION.—The first time that an indi-
vidual becomes ineligible to participate in the food
stamp program under subparagraph (A), the individ-
ual shall remain ineligible until the later of—

“I) the date the individual becomes eligible
under subparagraph (A);

“(II) the date that is 1 month after the date
the individual became ineligible; or

“(III) a date determined by the State agency
that is not later than 3 months after the date the
individual became ineligible.

“(i1) SECOND VIOLATION.—The second time that an
individual becomes ineligible to participate in the food
stamp program under subparagraph (A), the individ-
ual shall remain ineligible until the later of—

“I) the date the individual becomes eligible
under subparagraph (A);

“(IT) the date that is 3 months after the date
the individual became ineligible; or

“(III) a date determined by the State agency
that is not later than 6 months after the date the
individual became ineligible.

“(iii) THIRD OR SUBSEQUENT VIOLATION.—The third
or subsequent time that an individual becomes ineli-
gible to participate in the food stamp program under
subparagraph (A), the individual shall remain ineli-
gible until the later of—

“I) the date the individual becomes eligible
under subparagraph (A);

“(IT) the date that is 6 months after the date
the individual became ineligible;

“(III) a date determined by the State agency;
or

“(IV) at the option of the State agency, perma-
nently.

“(D) ADMINISTRATION.—

“(i) GooD cAUSE.—The Secretary shall determine
the meaning of good cause for the purpose of this
paragraph.
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“(i1) VOLUNTARY QUIT.—The Secretary shall deter-
mine the meaning of voluntarily quitting and reducing
work effort for the purpose of this paragraph.

“(ii1) DETERMINATION BY STATE AGENCY.—

“I) IN GENERAL.—Subject to subclause (II)
and clauses (i) and (ii), a State agency shall deter-
mine—

“(aa) the meaning of any term in subpara-

graph (A);

“(bb) the procedures for determining

whether an individual is in compliance with a

requirement under subparagraph (A); and

“(cc) whether an individual is in compli-
ance with a requirement under subparagraph

(A).

“(II) NOT LESS RESTRICTIVE.—A State agency
may not determine a meaning, procedure, or de-
termination under subclause (I) to be less restric-
tive than a comparable meaning, procedure, or de-
termination under a State program funded under
part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.).

“(iv) STRIKE AGAINST THE GOVERNMENT.—For the
purpose of subparagraph (A)(v), an employee of the
Federal Government, a State, or a political subdivision
of a State, who is dismissed for participating in a
strike against the Federal Government, the State, or
the political subdivision of the State shall be consid-
ered to have voluntarily quit without good cause.

“(v) SELECTING A HEAD OF HOUSEHOLD.—

“I) IN GENERAL.—For the purpose of this
paragraph, the State agency shall allow the
household to select any adult parent of a child in
the household as the head of the household if all
adult household members making application
under the food stamp program agree to the selec-
tion.

“II) TIME FOR MAKING DESIGNATION.—A
household may designate the head of the house-
hold under subclause (I) each time the household
is certified for participation in the food stamp pro-
gram, but may not change the designation during
a certification period unless there is a change in
the composition of the household.

“(vi) CHANGE IN HEAD OF HOUSEHOLD.—If the
head of a household leaves the household during a pe-
riod in which the household is ineligible to participate
in the food stamp program under subparagraph (B)—

“(I) the household shall, if otherwise eligible,
become eligible to participate in the food stamp
program; and

“(IT) if the head of the household becomes the
head of another household, the household that be-
comes headed by the individual shall become ineli-
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gible to participate in the food stamp program for
the remaining period of ineligibility.”.
(b) CONFORMING AMENDMENT.—
(1) The second sentence of section 17(b)(2) of the Act (7
U.S.C. 2026(b)(2)) is amended by striking “6(d)(1)(i)” and in-
serting “6(d)(1)(A){1)”.
(2) Section 20 of the Act (7 U.S.C. 2029) is amended by
striking subsection (f) and inserting the following:
“(f) DISQUALIFICATION.—AnN individual or a household may be-
come ineligible under section 6(d)(1) to participate in the food
stamp program for failing to comply with this section.”.

SEC. 1026. CARETAKER EXEMPTION.

Section 6(d)(2) of the Food Stamp Act of 1977 (7 U.S.C.
2015(d)(2)) is amended by striking subparagraph (B) and inserting
the following: “(B) a parent or other member of a household with
responsibility for the care of (i) a dependent child under the age of
6 or any lower age designated by the State agency that is not
under the age of 1, or (ii) an incapacitated person;”.

SEC. 1027. EMPLOYMENT AND TRAINING.
(a) IN GENERAL.—Section 6(d)(4) of the Food Stamp Act of 1977
(7 U.S.C. 2015(d)(4)) is amended—
(1) in subparagraph (A)—

(A) by striking “Not later than April 1, 1987, each”
and inserting “Each”;

(B) by inserting “work,” after “skills, training,”; and

(C) by adding at the end the following: “Each compo-
nent of an employment and training program carried out
under this paragraph shall be delivered through a state-
wide workforce development system, unless the component
is not available locally through the statewide workforce de-
velopment system.”;

(2) in subparagraph (B)—

(A) in the matter preceding clause (i), by striking the
colon at the end and inserting the following: “, except that
the State agency shall retain the option to apply employ-
ment requirements prescribed under this subparagraph to
a program applicant at the time of application:”;

(B) in clause (i), by striking “with terms and condi-
tiogs” and all that follows through “time of application”;
an

(C) in clause (iv)—

(i) by striking subclauses (I) and (II); and
(i1) by redesignating subclauses (III) and (IV) as
subclauses (I) and (II), respectively;
(8) in subparagraph (D)—

(A) in clause (i), by striking “to which the application”
and all that follows through “30 days or less”;

(B) in clause (i1), by striking “but with respect” and all
that follows through “child care”; and

(C) in clause (iii), by striking “, on the basis of” and
all that follows through “clause (i1)” and inserting “the ex-
emption continues to be valid”;

(4) in subparagraph (E), by striking the third sentence;
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(5) in subparagraph (G)—

(A) by striking “(G)(1) The State” and inserting “(GQ)
The State”; and

(B) by striking clause (ii);

(6) in subparagraph (H), by striking “(H)(i) The Secretary”
and all that follows through “(ii) Federal funds” and inserting
“(H) Federal funds”;

(7) in subparagraph ()(1)(II), by striking “, or was in oper-
ation,” and all that follows through “Social Security Act” and
inserting the following: “), except that no such payment or re-
imbursement shall exceed the applicable local market rate”;

(8)(A) by striking subparagraphs (K) and (L) and inserting
the following:

“(K) LIMITATION ON FUNDING.—Notwithstanding any
other provision of this paragraph, the amount of funds a
State agency uses to carry out this paragraph (including
under subparagraph (I)) for participants who are receiving
benefits under a State program funded under part A of
title IV of the Social Security Act (42 U.S.C. 601 et seq.)
shall not exceed the amount of funds the State agency
used in fiscal year 1995 to carry out this paragraph for
participants who were receiving benefits in fiscal year
1995 under a State program funded under part A of title
IV of the Act (42 U.S.C. 601 et seq.).”; and
(B) by redesignating subparagraphs (M) and (N) as sub-

paragraphs (L) and (M), respectively; and

(9) in subparagraph (L), as redesignated by paragraph
(8)(B)—

(A) by striking “(L)(i) The Secretary” and inserting
“(L) The Secretary”; and

(B) by striking clause (ii).

(b) FUNDING.—Section 16(h) of the Act (7 U.S.C. 2025(h)) is
amended by striking “(h)(1)(A) The Secretary” and all that follows
through the end of paragraph (1) and inserting the following:

“(h) FUNDING OF EMPLOYMENT AND TRAINING PROGRAMS.—

“(1) IN GENERAL.—

“(A) AMOUNTS.—To carry out employment and train-
ing programs, the Secretary shall reserve for allocation to
State agencies from funds made available for each fiscal
year under section 18(a)(1) the amount of—

“(1) for fiscal year 1996, $75,000,000;

“(ii) for fiscal year 1997, $79,000,000;
“(iii) for fiscal year 1998, $81,000,000;
“(iv) for fiscal year 1999, $84,000,000;

“(v) for fiscal year 2000, $86,000,000;

“(vi) for fiscal year 2001, $88,000,000; and
“(vii) for fiscal year 2002, $90,000,000.

“(B) ALLOCATION.—The Secretary shall allocate the
amounts reserved under subparagraph (A) among the
State agencies using a reasonable formula (as determined
by the Secretary) that gives consideration to the popu-
lation in each State affected by section 6(0).

“(C) REALLOCATION.—
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“(i) NOTIFICATION.—A State agency shall promptly
notify the Secretary if the State agency determines
that the State agency will not expend all of the funds
allocated to the State agency under subparagraph (B).

“(i1) REALLOCATION.—On notification under clause
(1), the Secretary shall reallocate the funds that the
State agency will not expend as the Secretary consid-
ers appropriate and equitable.

“D) MINIMUM ALLOCATION.—Notwithstanding sub-
paragraphs (A) through (C), the Secretary shall ensure
that each State agency operating an employment and
training program shall receive not less than $50,000 in
each fiscal year.”.

(¢) ADDITIONAL MATCHING FUNDS.—Section 16(h)(2) of the Act
(7 U.S.C. 2025(h)(2)) is amended by inserting before the period at
the end the following: “, including the costs for case management
and casework to facilitate the transition from economic dependency
to self-sufficiency through work”.

(d) REPORTS.—Section 16(h) of the Act (7 U.S.C. 2025(h)) is
amended—

(1) in paragraph (5)—

(A) by striking “(5)(A) The Secretary” and inserting
“(5) The Secretary”; and

(B) by striking subparagraph (B); and
(2) by striking paragraph (6).

SEC. 1028. COMPARABLE TREATMENT FOR DISQUALIFICATION.

(a) IN GENERAL.—Section 6 of the Food Stamp Act of 1977 (7
U.S.C. 2015) is amended by adding at the end the following:

“(i) COMPARABLE TREATMENT FOR DISQUALIFICATION.—

“(1) IN GENERAL.—If a disqualification is imposed on a
member of a household for a failure of the member to perform
an action required under a Federal, State, or local law relating
to a means-tested public assistance program, the State agency
may impose the same disqualification on the member of the
household under the food stamp program.

“(2) RULES AND PROCEDURES.—If a disqualification is im-
posed under paragraph (1) for a failure of an individual to per-
form an action required under part A of title IV of the Social
Security Act (42 U.S.C. 601 et seq.), the State agency may use
the rules and procedures that apply under part A of title IV
of the Act to impose the same disqualification under the food
stamp program.

“(3) APPLICATION AFTER DISQUALIFICATION PERIOD.—A
member of a household disqualified under paragraph (1) may,
after the disqualification period has expired, apply for benefits
under this Act and shall be treated as a new applicant, except
that a prior disqualification under subsection (d) shall be con-
sidered in determining eligibility.”.

(b) STATE PLAN PROVISIONS.—Section 11(e) of the Act (7 U.S.C.
2020(e)) is amended—

(1) in paragraph (24), by striking “and” at the end,;

(2) in paragraph (25), by striking the period at the end and
inserting a semicolon; and

(3) by adding at the end the following:
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“(26) the guidelines the State agency uses in carrying out
section 6(i); and”.

(c) CONFORMING AMENDMENT.—Section 6(d)(2)(A) of the Act (7
U.S.C. 2015(d)(2)(A)) is amended by striking “that is comparable to
a requirement of paragraph (1)”.

SEC. 1029. DISQUALIFICATION FOR RECEIPT OF MULTIPLE FOOD
STAMP BENEFITS.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C. 2015), as
amended by section 1028, is amended by adding at the end the fol-
lowing:

“(3) DISQUALIFICATION FOR RECEIPT OF MULTIPLE FOOD STAMP
BENEFITS.—An individual shall be ineligible to participate in the
food stamp program as a member of any household for a 10-year
period if the individual is found by a State agency to have made,
or is convicted in a Federal or State court of having made, a fraud-
ulent statement or representation with respect to the identity or
place of residence of the individual in order to receive multiple ben-
efits simultaneously under the food stamp program.”.

SEC. 1030. DISQUALIFICATION OF FLEEING FELONS.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C. 2015), as
amended by sections 1028 and 1029, is amended by adding at the
end the following:

“(k) DISQUALIFICATION OF FLEEING FELONS.—No member of a
household who is otherwise eligible to participate in the food stamp
program shall be eligible to participate in the program as a mem-
ber of that or any other household during any period during which
the individual is—

“(1) fleeing to avoid prosecution, or custody or confinement
after conviction, under the law of the place from which the in-
dividual is fleeing, for a crime, or attempt to commit a crime,
that is a felony under the law of the place from which the indi-
vidual is fleeing or that, in the case of New Jersey, is a high
misdemeanor under the law of New Jersey; or

“(2) violating a condition of probation or parole imposed
under a Federal or State law.”.

SEC. 1031. COOPERATION WITH CHILD SUPPORT AGENCIES.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C. 2015), as
amended by sections 1028 through 1030, is amended by adding at
the end the following:

“(1) CusToDIAL PARENT’S COOPERATION WITH CHILD SUPPORT
AGENCIES.—

“(1) IN GENERAL.—At the option of a State agency, subject
to paragraphs (2) and (3), no natural or adoptive parent or
other individual (collectively referred to in this subsection as
‘the individual’) who is living with and exercising parental con-
trol over a child under the age of 18 who has an absent parent
shall be eligible to participate in the food stamp program un-
less the individual cooperates with the State agency admin-
istering the program established under part D of title IV of the
Social Security Act (42 U.S.C. 651 et seq.)—

“(A) 1n establishing the paternity of the child (if the
child is born out of wedlock); and
“(B) in obtaining support for—
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“(1) the child; or
“(ii) the individual and the child.

“(2) GOOD CAUSE FOR NONCOOPERATION.—Paragraph (1)
shall not apply to the individual if good cause is found for re-
fusing to cooperate, as determined by the State agency in ac-
cordance with standards prescribed by the Secretary in con-
sultation with the Secretary of Health and Human Services.
The standards shall take into consideration circumstances
under which cooperation may be against the best interests of
the child.

“(3) FEES.—Paragraph (1) shall not require the payment of
a fee or other cost for services provided under part D of title
IV of the Social Security Act (42 U.S.C. 651 et seq.).

“(m) NoNcUSTODIAL PARENT’S COOPERATION WITH CHILD SUP-
PORT AGENCIES.—

“(1) IN GENERAL.—ALt the option of a State agency, subject
to paragraphs (2) and (3), a putative or identified noncustodial
parent of a child under the age of 18 (referred to in this sub-
section as ‘the individual’) shall not be eligible to participate in
the food stamp program if the individual refuses to cooperate
with the State agency administering the program established
under part D of title IV of the Social Security Act (42 U.S.C.
651 et seq.)—

“(A) in establishing the paternity of the child (if the
child is born out of wedlock); and

“(B) in providing support for the child.

“(2) REFUSAL TO COOPERATE.—

“(A) GUIDELINES.—The Secretary, in consultation with
the Secretary of Health and Human Services, shall develop
guidelines on what constitutes a refusal to cooperate under
paragraph (1).

“(B) PROCEDURES.—The State agency shall develop
procedures, using guidelines developed under subpara-
graph (A), for determining whether an individual is refus-
ing to cooperate under paragraph (1).

“(3) FEEs.—Paragraph (1) shall not require the payment of
a fee or other cost for services provided under part D of title
IV of the Social Security Act (42 U.S.C. 651 et seq.).

“(4) Privacy.—The State agency shall provide safeguards
to restrict the use of information collected by a State agency
administering the program established under part D of title IV
of the Social Security Act (42 U.S.C. 651 et seq.) to purposes
for which the information is collected.”.

SEC. 1032. DISQUALIFICATION RELATING TO CHILD SUPPORT AR-
REARS.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C. 2015), as
amended by sections 1028 through 1031, is amended by adding at
the end the following:

“(n) DISQUALIFICATION FOR CHILD SUPPORT ARREARS.—

“(1) IN GENERAL.—At the option of the State agency, no in-
dividual shall be eligible to participate in the food stamp pro-
gram as a member of any household during any month that
the individual is delinquent in any payment due under a court
order for the support of a child of the individual.
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“(2) ExcepTIONS.—Paragraph (1) shall not apply if—

“(A) a court is allowing the individual to delay pay-
ment; or

“(B) the individual is complying with a payment plan
approved by a court or the State agency designated under
part D of title IV of the Social Security Act (42 U.S.C. 651
et seq.) to provide support for the child of the individual.”.

SEC. 1033. WORK REQUIREMENT.

(a) IN GENERAL.—Section 6 of the Food Stamp Act of 1977 (7
U.S.C. 2015), as amended by sections 1028 through 1032, is amend-
ed by adding at the end the following:

“(o0) WORK REQUIREMENT.—

“(1) DEFINITION OF WORK PROGRAM.—In this subsection,
the term ‘work program’ means—

“(A) a program under the Job Training Partnership

Act (29 U.S.C. 1501 et seq.);

“(B) a program under section 236 of the Trade Act of

1974 (19 U.S.C. 2296); or

“(C) a program of employment and training operated
or supervised by a State or political subdivision of a State
that meets standards approved by the Governor of the

State, including a program under section 6(d)(4), other

than a job search program or a job search training pro-

gram.

“(2) WORK REQUIREMENT.—Subject to the other provisions
of this subsection, no individual shall be eligible to participate
in the food stamp program as a member of any household if,
during the preceding 12-month period, the individual received
food stamp benefits for not less than 4 months during which
the individual did not—

“(A) work 20 hours or more per week, averaged month-
ly; or

“(B) participate in and comply with the requirements
of a work program for 20 hours or more per week, as de-
termined by the State agency; or

“(C) participate in a program under section 20 or a
comparable program established by a State or political
subdivision of a State.

“(3) ExcepTiON.—Paragraph (2) shall not apply to an indi-
vidual if the individual is—

“(A) under 18 or over 50 years of age;

“(B) medically certified as physically or mentally unfit
for employment;

“(C) a parent or other member of a household with re-
sponsibility for a dependent child;

“(D) otherwise exempt under section 6(d)(2); or

“(E) a pregnant woman.

“(4) WAIVER.—

“(A) IN GENERAL.—On the request of a State agency,

the Secretary may waive the applicability of paragraph (2)

to any group of individuals in the State if the Secretary

makes a determination that the area in which the individ-
uals reside—
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“(i) has an unemployment rate of over 10 percent;
or

“(i1) does not have a sufficient number of jobs to
provide employment for the individuals.

“(B) REPORT.—The Secretary shall report the basis for
a waiver under subparagraph (A) to the Committee on Ag-
riculture of the House of Representatives and the Commit-
tee on Agriculture, Nutrition, and Forestry of the Senate.
“(5) SUBSEQUENT ELIGIBILITY.—

“(A) IN GENERAL.—Paragraph (2) shall cease to apply
to an individual if, during a 30-day period, the individ-
ual—

“(1) works 80 or more hours;

“(i1) participates in and complies with the require-
ments of a work program for 80 or more hours, as de-
termined by a State agency; or

“(iii) participates in a program under section 20 or
a comparable program established by a State or politi-
cal subdivision of a State.

“(B) LIMITATION.—During the subsequent 12-month
period, the individual shall be eligible to participate in the
food stamp program for not more than 4 months during
which the individual does not—

“(1) work 20 hours or more per week, averaged
monthly;

“(ii) participate in and comply with the require-
ments of a work program for 20 hours or more per
week, as determined by the State agency; or

“(iii) participate in a program under section 20 or
a comparable program established by a State or politi-
cal subdivision of a State.”.

(b) TRANSITION PROVISION.—Prior to 1 year after the date of
enactment of this Act, the term “preceding 12-month period” in sec-
tion 6(o) of the Food Stamp Act of 1977, as amended by subsection
(a), means the preceding period that begins on the date of enact-
ment of this Act.

SEC. 1034. ENCOURAGE ELECTRONIC BENEFIT TRANSFER SYSTEMS.
(a) IN GENERAL.—Section 7(i) of the Food Stamp Act of 1977
(7 U.S.C. 2016()) is amended—
(1) by striking paragraph (1) and inserting the following:
“(1) ELECTRONIC BENEFIT TRANSFERS.—

“(A) IMPLEMENTATION.—Each State agency shall im-
plement an electronic benefit transfer system in which
household benefits determined under section 8(a) or 26 are
issued from and stored in a central databank before Octo-
ber 1, 2002, unless the Secretary provides a waiver for a
State agency that faces unusual barriers to implementing
an electronic benefit transfer system.

“(B) TIMELY IMPLEMENTATION.—State agencies are en-
couraged to implement an electronic benefit transfer sys-
tem under subparagraph (A) as soon as practicable.

“(C) STATE FLEXIBILITY.—Subject to paragraph (2), a
State agency may procure and implement an electronic



31

benefit transfer system under the terms, conditions, and
design that the State agency considers appropriate.

“(D) OPERATION.—An electronic benefit transfer sys-
tem should take into account generally accepted standard
operating rules based on—

“(1) commercial electronic funds transfer tech-
nology;

“(ii) the need to permit interstate operation and
law enforcement monitoring; and
“(iii) the need to permit monitoring and investiga-
tions by authorized law enforcement agencies.”;

(2) in paragraph (2)—

(A) by striking “effective no later than April 1, 1992,”;

(B) in subparagraph (A)—

(i) by striking “, in any 1 year,”; and
(i1) by striking “on-line”;

(C) by striking subparagraph (D) and inserting the fol-
lowing:

“(D)d) measures to maximize the security of a system
using the most recent technology available that the State agen-
cy considers appropriate and cost effective and which may in-
clude personal identification numbers, photographic identifica-
tion on electronic benefit transfer cards, and other measures to
protect against fraud and abuse; and

“(i1) effective not later than 2 years after the effective date
of this clause, to the extent practicable, measures that permit
a system to differentiate items of food that may be acquired
with an allotment from items of food that may not be acquired
with an allotment.”;

(D) in subparagraph (G), by striking “and” at the end;

(E) in subparagraph (H), by striking the period at the
end and inserting “; and”; and

(F) by adding at the end the following:

“(I) procurement standards.”; and

(3) by adding at the end the following:

“(7) REPLACEMENT OF BENEFITS.—Regulations issued by
the Secretary regarding the replacement of benefits and liabil-
ity for replacement of benefits under an electronic benefit
transfer system shall be similar to the regulations in effect for
a paper food stamp issuance system.

“(8) REPLACEMENT CARD FEE.—A State agency may collect
a charge for replacement of an electronic benefit transfer card
by reducing the monthly allotment of the household receiving
the replacement card.

“(9) OPTIONAL PHOTOGRAPHIC IDENTIFICATION.—

“(A) IN GENERAL.—A State agency may require that an
electronic benefit card contain a photograph of 1 or more
members of a household.

“(B) OTHER AUTHORIZED USERS.—If a State agency re-
quires a photograph on an electronic benefit card under
subparagraph (A), the State agency shall establish proce-
dures to ensure that any other appropriate member of the
household or any authorized representative of the house-
hold may utilize the card.
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“(10) APPLICATION OF ANTI-TYING RESTRICTIONS TO ELEC-

TRONIC BENEFIT TRANSFER SYSTEMS.—

“(A) IN GENERAL.—A company shall not sell or provide
electronic benefit transfer services, or fix or vary the con-
sideration for such services, on the condition or require-
ment that the customer—

“(i) obtain some additional point-of-sale service
from the company or any affiliate of the company; or

“(ii) not obtain some additional point-of-sale serv-
ice from a competitor of the company or competitor of
any affiliate of the company.

“(B) DEFINITIONS.—In this paragraph—

“(i) AFFILIATE.—The term ‘affiliate’ shall have the
same meaning as in section 2(k) of the Bank Holding
Company Act.

“(ii)) CoMPANY.—The term ‘company’ shall have
the same meaning as in section 106(a) of the Bank
Holding Company Act Amendments of 1970, but shall
not include a bank, bank holding company, or any sub-
sidiary of a bank holding company.

“(iii)) ELECTRONIC BENEFIT TRANSFER SERVICE.—
The term ‘electronic benefit transfer service’ means
the processing of electronic transfers of household ben-
efits determined under section 8(a) or 26 where the
benefits are—

“I) issued from and stored in a central
databank;

“(II) electronically accessed by household
members at the point of sale; and

“(III) provided by a Federal or state govern-
ment.

“(iv) POINT-OF-SALE SERVICE.—The term ‘point-of-
sale service’ means any product or service related to
the electronic authorization and processing of pay-
ments for merchandise at a retail food store, including
but not limited to credit or debit card services, auto-
mated teller machines, point-of-sale terminals, or ac-
cess to on-line systems.

“(C) CONSULTATION WITH THE FEDERAL RESERVE
BOARD.—Before promulgating regulations or interpreta-
tions of regulations to carry out this paragraph, the Sec-
retary shall consult with the Board of Governors of the
Federal Reserve System.”.

(b) SENSE OF CONGRESS.—It is the sense of Congress that a
State that operates an electronic benefit transfer system under the
Food Stamp Act of 1977 (7 U.S.C. 2011 et seq.) should operate the
system in a manner that is compatible with electronic benefit
transfer systems operated by other States.

SEC. 1035. VALUE OF MINIMUM ALLOTMENT.
The proviso in section 8(a) of the Food Stamp Act of 1977 (7

U.S.C. 2017(a)) is amended by striking “, and shall be adjusted”
and all that follows through “$5”.
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SEC. 1036. BENEFITS ON RECERTIFICATION.

Section 8(c)(2)(B) of the Food Stamp Act of 1977 (7 U.S.C.
2017(c)(2)(B)) is amended by striking “of more than one month”.
SEC. 1037. OPTIONAL COMBINED ALLOTMENT FOR EXPEDITED

HOUSEHOLDS.

Section 8(c) of the Food Stamp Act of 1977 (7 U.S.C. 2017(c))
is amended by striking paragraph (3) and inserting the following:

“(3) OPTIONAL COMBINED ALLOTMENT FOR EXPEDITED
HOUSEHOLDS.—A State agency may provide to an eligible
household applying after the 15th day of a month, in lieu of
the initial allotment of the household and the regular allot-
ment of the household for the following month, an allotment
that is equal to the total amount of the initial allotment and
the first regular allotment. The allotment shall be provided in
accordance with section 11(e)(3) in the case of a household that
is not entitled to expedited service and in accordance with
paragraphs (3) and (9) of section 11(e) in the case of a house-
hold that is entitled to expedited service.”.

SEC. 1038. FAILURE TO COMPLY WITH OTHER MEANS-TESTED PUBLIC
ASSISTANCE PROGRAMS.

Section 8 of the Food Stamp Act of 1977 (7 U.S.C. 2017) is
amended by striking subsection (d) and inserting the following:

“(d) REDUCTION OF PUBLIC ASSISTANCE BENEFITS.—

“(1) IN GENERAL.—If the benefits of a household are re-
duced under a Federal, State, or local law relating to a means-
tested public assistance program for the failure of a member of
the household to perform an action required under the law or
program, for the duration of the reduction—

“(A) the household may not receive an increased allot-
ment as the result of a decrease in the income of the
household to the extent that the decrease is the result of
the reduction; and

“(B) the State agency may reduce the allotment of the
household by not more than 25 percent.

“(2) RULES AND PROCEDURES.—If the allotment of a house-
hold is reduced under this subsection for a failure to perform
an action required under part A of title IV of the Social Secu-
rity Act (42 U.S.C. 601 et seq.), the State agency may use the
rules and procedures that apply under part A of title IV of the
Act to reduce the allotment under the food stamp program.”.

SEC. 1039. ALLOTMENTS FOR HOUSEHOLDS RESIDING IN CENTERS.
Section 8 of the Food Stamp Act of 1977 (7 U.S.C. 2017) is
amended by adding at the end the following:
“(f) ALLOTMENTS FOR HOUSEHOLDS RESIDING IN CENTERS.—
“(1) IN GENERAL.—In the case of an individual who resides
in a center for the purpose of a drug or alcoholic treatment pro-
gram described in the last sentence of section 3(i), a State
agency may provide an allotment for the individual to—
“(A) the center as an authorized representative of the
individual for a period that is less than 1 month; and
“(B) the individual, if the individual leaves the center.
“(2) DIRECT PAYMENT.—A State agency may require an in-
dividual referred to in paragraph (1) to designate the center in



34

which the individual resides as the authorized representative

of the individual for the purpose of receiving an allotment.”.
SEC. 1040. CONDITION PRECEDENT FOR APPROVAL OF RETAIL FOOD

STORES AND WHOLESALE FOOD CONCERNS.

Section 9(a)(1) of the Food Stamp Act of 1977 (7 U.S.C.
2018(a)(1)) is amended by adding at the end the following: “No re-
tail food store or wholesale food concern of a type determined by
the Secretary, based on factors that include size, location, and type
of items sold, shall be approved to be authorized or reauthorized
for participation in the food stamp program unless an authorized
employee of the Department of Agriculture, a designee of the Sec-
retary, or, if practicable, an official of the State or local government
designated by the Secretary has visited the store or concern for the
purpose of determining whether the store or concern should be ap-
proved or reauthorized, as appropriate.”.

SEC. 1041. AUTHORITY TO ESTABLISH AUTHORIZATION PERIODS.

Section 9(a) of the Food Stamp Act of 1977 (7 U.S.C. 2018(a))
is amended by adding at the end the following:

“(3) AUTHORIZATION PERIODS.—The Secretary shall estab-
lish specific time periods during which authorization to accept
and redeem coupons, or to redeem benefits through an elec-
tronic benefit transfer system, shall be valid under the food
stamp program.”.

SEC. 1042. INFORMATION FOR VERIFYING ELIGIBILITY FOR AUTHOR-
IZATION.

Section 9(c) of the Food Stamp Act of 1977 (7 U.S.C. 2018(c))
is amended—

(1) in the first sentence, by inserting “, which may include
relevant income and sales tax filing documents,” after “submit
information”; and

(2) by inserting after the first sentence the following: “The
regulations may require retail food stores and wholesale food
concerns to provide written authorization for the Secretary to
verify all relevant tax filings with appropriate agencies and to
obtain corroborating documentation from other sources so that
the accuracy of information provided by the stores and con-
cerns may be verified.”.

SEC. 1043. WAITING PERIOD FOR STORES THAT FAIL TO MEET AU-
THORIZATION CRITERIA.

Section 9(d) of the Food Stamp Act of 1977 (7 U.S.C. 2018(d))
is amended by adding at the end the following: “A retail food store
or wholesale food concern that is denied approval to accept and re-
deem coupons because the store or concern does not meet criteria
for approval established by the Secretary may not, for at least 6
months, submit a new application to participate in the program.
The Secretary may establish a longer time period under the preced-
ing sentence, including permanent disqualification, that reflects the
severity of the basis of the denial.”.

SEC. 1044. OPERATION OF FOOD STAMP OFFICES.

Section 11 of the Food Stamp Act of 1977 (7 U.S.C. 2020), as
amended by sections 1020(b) and 1028(b), is amended—

(1) in subsection (e)—
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(A) by striking paragraph (2) and inserting the follow-

ing:
“(2)(A) that the State agency shall establish procedures
governing the operation of food stamp offices that the State
agency determines best serve households in the State, includ-
ing households with special needs, such as households with el-
derly or disabled members, households in rural areas with low-
income members, homeless individuals, households residing on
reservations, and households in areas in which a substantial
number of members of low-income households speak a lan-
guage other than English;
“(B) that in carrying out subparagraph (A), a State agen-
cy—
“(1) shall provide timely, accurate, and fair service to
applicants for, and participants in, the food stamp pro-

m;

“(ii) shall develop an application containing the infor-
mation necessary to comply with this Act;

“@ii) shall permit an applicant household to apply to
participate in the program on the same day that the
household first contacts a food stamp office in person dur-
ing office hours;

“(iv) shall consider an application that contains the
name, address, and signature of the applicant to be filed
on the date the applicant submits the application;

“(v) shall require that an adult representative of each
applicant household certify in writing, under penalty of
perjury, that—

“(I) the information contained in the application is
true; and

“(II) all members of the household are citizens or
are aliens eligible to receive food stamps under section

6(1);

“(vi) shall provide a method of certifying and issuing
coupons to eligible homeless individuals, to ensure that
participation in the food stamp program is limited to eligi-
ble households; and

“(vil) may establish operating procedures that vary for
local food stamp offices to reflect regional and local dif-
ferences within the State;

“(C) that nothing in this Act shall prohibit the use of sig-
natures provided and maintained electronically, storage of
records using automated retrieval systems only, or any other
feature of a State agency’s application system that does not
rely exclusively on the collection and retention of paper appli-
cations or other records;

“(D) that the signature of any adult under this paragraph
shall be considered sufficient to comply with any provision of
Federal law requiring a household member to sign an applica-
tion or statement;”;

(B) in paragraph (3), as amended by section 1020(b)—

(i) by striking “shall—" and all that follows
through “provide each” and inserting “shall provide
each”; and
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(i) by striking “(B) assist” and all that follows
through “representative of the State agency;”;
(C) by striking paragraphs (14) and (25);
(D)) by redesignating paragraphs (15) through (24) as
paragraphs (14) through (23), respectively; and
(i1) by redesignating paragraph (26), as added by sec-
tion 1028(b), as paragraph (24); and
(2) in subsection (i)—
(A) by striking “(i) Notwithstanding” and all that fol-
lows through “(2)” and inserting the following:
“(i) APPLICATION AND DENIAL PROCEDURES.—
“(1) APPLICATION PROCEDURES.—Notwithstanding any
other provision of law,”; and
(B) by striking “; (3) households” and all that follows
through “title IV of the Social Security Act. No” and insert-
ing a period and the following:
“(2) DENIAL AND TERMINATION.—Other than in a case of
disqualification as a penalty for failure to comply with a public
assistance program rule or regulation, no”.

SEC. 1045. STATE EMPLOYEE AND TRAINING STANDARDS.
Section 11(e)(6) of the Food Stamp Act of 1977 (7 U.S.C.
2020(e)(6)) is amended—
(1) by striking “that (A) the” and inserting “that—
“( A) th e»;
(2) by striking “Act; (B) the” and inserting “Act; and
“(B) the”;
(3) in subparagraph (B), by striking “United States Civil
Service Commission” and inserting “Office of Personnel Man-
agement”; and
(4) by striking subparagraphs (C) through (E).
SEC. 1046. EXCHANGE OF LAW ENFORCEMENT INFORMATION.
Section 11(e)(8) of the Food Stamp Act of 1977 (7 U.S.C.
2020(e)(8)) is amended—
(1) by striking “that (A) such” and inserting the following:

“that—

“( A) th e”;

(2) by striking “law, (B) notwithstanding” and inserting
the following: “law;

“(B) notwithstanding”;

(3) by striking “Act, and (C) such” and inserting the follow-
ing: “Act;

“(C) the”; and
(4) by adding at the end the following:

“(D) notwithstanding any other provision of law, the
address, social security number, and, if available, photo-
graph of any member of a household shall be made avail-
able, on request, to any Federal, State, or local law en-
forcement officer if the officer furnishes the State agency
with the name of the member and notifies the agency
that—

“(i) the member—
“(I) is fleeing to avoid prosecution, or custody
or confinement after conviction, for a crime (or at-
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tempt to commit a crime) that, under the law of

the place the member is fleeing, is a felony (or, in

the case of New Jersey, a high misdemeanor), or

is violating a condition of probation or parole im-

posed under Federal or State law; or

“(II) has information that is necessary for the

officer to conduct an official duty related to sub-

clause (I);

“(i1) locating or apprehending the member is an of-
ficial duty; and

“(iii) the request is being made in the proper exer-
cise of an official duty; and

“(E) the safeguards shall not prevent compliance with
paragraph (16);”.

SEC. 1047. EXPEDITED COUPON SERVICE.
Section 11(e)(9) of the Food Stamp Act of 1977 (7 U.S.C.
2020(e)(9)) is amended—
(1) in subparagraph (A)—
(A) by striking “five days” and inserting “7 days”; and
(B) by inserting “and” at the end;
(2) by striking subparagraphs (B) and (C);
(3) by redesignating subparagraph (D) as subparagraph

(B); and

(4) in subparagraph (B), as redesignated by paragraph (3),

by striking “, (B), or (C)”.

SEC. 1048. WITHDRAWING FAIR HEARING REQUESTS.

Section 11(e)(10) of the Food Stamp Act of 1977 (7 U.S.C.
2020(e)(10)) is amended by inserting before the semicolon at the
end a period and the following: “At the option of a State, at any
time prior to a fair hearing determination under this paragraph, a
household may withdraw, orally or in writing, a request by the
household for the fair hearing. If the withdrawal request is an oral
request, the State agency shall provide a written notice to the
household confirming the withdrawal request and providing the
household with an opportunity to request a hearing”.

SEC. 1049. INCOME, ELIGIBILITY, AND IMMIGRATION STATUS VER-
IFICATION SYSTEMS.

Section 11 of the Food Stamp Act of 1977 (7 U.S.C. 2020) is
amended—

(1) in subsection (e)(18), as redesignated by section

1044(1)(D)—

(A) by striking “that information is” and inserting “at
the option of the State agency, that information may be”;
and

(B) by striking “shall be requested” and inserting “may
be requested”; and
(2) by adding at the end the following:

“(p) STATE VERIFICATION OPTION.—Notwithstanding any other
provision of law, in carrying out the food stamp program, a State
agency shall not be required to use an income and eligibility or an
immigration status verification system established under section
1137 of the Social Security Act (42 U.S.C. 1320b-7).”.



38

SEC. 1050. DISQUALIFICATION OF RETAILERS WHO INTENTIONALLY
SUBMIT FALSIFIED APPLICATIONS.

Section 12(b) of the Food Stamp Act of 1977 (7 U.S.C. 2021(b))
is amended—

(1) in paragraph (2), by striking “and” at the end;

(2) in paragraph (3), by striking the period at the end and
inserting “; and”; and

(3) by adding at the end the following:

“(4) for a reasonable period of time to be determined by the
Secretary, including permanent disqualification, on the know-
ing submission of an application for the approval or reauthor-
ization to accept and redeem coupons that contains false infor-
mation about a substantive matter that was a part of the ap-
plication.”.

SEC. 1051. DISQUALIFICATION OF RETAILERS WHO ARE DISQUALI-
FIED UNDER THE WIC PROGRAM.
Section 12 of the Food Stamp Act of 1977 (7 U.S.C. 2021) is
amended by adding at the end the following:
“(g) DISQUALIFICATION OF RETAILERS WHO ARE DISQUALIFIED
UNDER THE WIC PROGRAM.—

“(1) IN GENERAL.—The Secretary shall issue regulations
providing criteria for the disqualification under this Act of an
approved retail food store and a wholesale food concern that is
disqualified from accepting benefits under the special supple-
mental nutrition program for women, infants, and children es-
tablished under section 17 of the Child Nutrition Act of 1966
(7 U.S.C. 1786).

“(2) TERMS.—A disqualification under paragraph (1)—

“(A) shall be for the same length of time as the dis-

Elu)aliﬁcation from the program referred to in paragraph

1);
“(B) may begin at a later date than the disqualifica-
tion from the program referred to in paragraph (1); and
“(C) notwithstanding section 14, shall not be subject to
judicial or administrative review.”.

SEC. 1052. COLLECTION OF OVERISSUANCES.
(a) COLLECTION OF OVERISSUANCES.—Section 13 of the Food
Stamp Act of 1977 (7 U.S.C. 2022) is amended—

(1) by striking subsection (b) and inserting the following:
“(b) COLLECTION OF OVERISSUANCES.—

“(1) IN GENERAL.—Except as otherwise provided in this
subsection, a State agency shall collect any overissuance of
coupons issued to a household by—

“(A) reducing the allotment of the household,;
“(B) withholding amounts from unemployment com-
pensation from a member of the household under sub-

section (c);

“(C) recovering from Federal pay or a Federal income
tax refund under subsection (d); or
“(D) any other means.

“(2) COST EFFECTIVENESS.—Paragraph (1) shall not apply if
the State agency demonstrates to the satisfaction of the Sec-
retary that all of the means referred to in paragraph (1) are
not cost effective.
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“(3) MAXIMUM REDUCTION ABSENT FRAUD.—If a household
received an overissuance of coupons without any member of
the household being found ineligible to participate in the pro-
gram under section 6(b)(1) and a State agency elects to reduce
the allotment of the household under paragraph (1)(A), the
State agency shall not reduce the monthly allotment of the
household under paragraph (1)(A) by an amount in excess of
the greater of—

“(A) 10 percent of the monthly allotment of the house-
hold; or

“B) $10.

“(4) PROCEDURES.—A State agency shall collect an over-
issuance of coupons issued to a household under paragraph (1)
in accordance with the requirements established by the State
agency for providing notice, electing a means of payment, and
establishing a time schedule for payment.”; and

(2) in subsection (d)—

(A) by striking “as determined under subsection (b)
and except for claims arising from an error of the State
agency,” and inserting “, as determined under subsection
(b)(1),”; and

(B) by inserting before the period at the end the fol-
lowing: “or a Federal income tax refund as authorized by
section 3720A of title 31, United States Code”.

(b) CONFORMING AMENDMENTS.—Section 11(e)(8) of the Act (7
U.S.C. 2020(e)(8)) is amended—

(1) by striking “and excluding claims” and all that follows
through “such section”; and

(2) by inserting before the semicolon at the end the follow-
ing: “or a Federal income tax refund as authorized by section
3720A of title 31, United States Code”.

(¢) RETENTION RATE.—Section 16(a) of the Act (7 U.S.C.
2025(a)) is amended by striking “25 percent during the period be-
ginning October 1, 1990” and all that follows through “error of a
State agency” and inserting the following: “25 percent of the
overissuances collected by the State agency under section 13, ex-
cept those overissuances arising from an error of the State agency”.
SEC. 1053. AUTHORITY TO SUSPEND STORES VIOLATING PROGRAM

REQUIREMENTS PENDING ADMINISTRATIVE AND JUDI-
CIAL REVIEW.

Section 14(a) of the Food Stamp Act of 1977 (7 U.S.C. 2023(a))
is amended—

(1) by redesignating the first through seventeenth sen-
tences as paragraphs (1) through (17), respectively; and

(2) by adding at the end the following:

“(18) SUSPENSION OF STORES PENDING REVIEW.—Notwith-
standing any other provision of this subsection, any permanent
disqualification of a retail food store or wholesale food concern
under paragraph (3) or (4) of section 12(b) shall be effective
from the date of receipt of the notice of disqualification. If the
disqualification is reversed through administrative or judicial
review, the Secretary shall not be liable for the value of any
sales lost during the disqualification period.”.
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SEC. 1054. EXPANDED CRIMINAL FORFEITURE FOR VIOLATIONS.

(a) FORFEITURE OF ITEMS EXCHANGED IN FOOD STAMP TRAF-
FICKING.—The first sentence of section 15(g) of the Food Stamp Act
of 1977 (7 U.S.C. 2024(g)) is amended by striking “or intended to
be furnished”.

(b) CRIMINAL FORFEITURE.—Section 15 of the Act (7 U.S.C.
2024) is amended by adding at the end the following:

“(h) CRIMINAL FORFEITURE.—

“(1) IN GENERAL.—In imposing a sentence on a person con-
victed of an offense in violation of subsection (b) or (c), a court
shall order, in addition to any other sentence imposed under
this subsection, that the person forfeit to the United States all
property described in paragraph (2).

“(2) PROPERTY SUBJECT TO FORFEITURE.—AII property, real
and personal, used in a transaction or attempted transaction,
to commit, or to facilitate the commission of, a violation (other
than a misdemeanor) of subsection (b) or (c), or proceeds trace-
able to a violation of subsection (b) or (c), shall be subject to
forfeiture to the United States under paragraph (1).

“(3) INTEREST OF OWNER.—No interest in property shall be
forfeited under this subsection as the result of any act or omis-
sion established by the owner of the interest to have been com-
mitted or omitted without the knowledge or consent of the
owner.

“(4) PROCEEDS.—The proceeds from any sale of forfeited
property and any monies forfeited under this subsection shall
be used—

“(A) first, to reimburse the Department of Justice for
the costs incurred by the Department to initiate and com-
plete the forfeiture proceeding;

“(B) second, to reimburse the Department of Agri-
culture Office of Inspector General for any costs the Office
incurred in the law enforcement effort resulting in the for-
feiture;

“(C) third, to reimburse any Federal or State law en-
forcement agency for any costs incurred in the law enforce-
ment effort resulting in the forfeiture; and

“(D) fourth, by the Secretary to carry out the approval,
reauthorization, and compliance investigations of retail
stores and wholesale food concerns under section 9.”.

SEC. 1055. LIMITATION OF FEDERAL MATCH.

Section 16(a)(4) of the Food Stamp Act of 1977 (7 U.S.C.
2025(a)(4)) is amended by inserting after the comma at the end the
following: “but not including recruitment activities,”.

SEC. 1056. STANDARDS FOR ADMINISTRATION.

(a) IN GENERAL.—Section 16 of the Food Stamp Act of 1977 (7
U.S.C. 2025) is amended by striking subsection (b).

(b) CONFORMING AMENDMENTS.—

(1) The first sentence of section 11(g) of the Act (7 U.S.C.
2020(g)) is amended by striking “the Secretary’s standards for
the efficient and effective administration of the program estab-
lished under section 16(b)(1) or”.
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(2) Section 16(c)(1)(B) of the Act (7 U.S.C. 2025(c)(1)(B)) is
amended by striking “pursuant to subsection (b)”.

SEC. 1057. WORK SUPPLEMENTATION OR SUPPORT PROGRAM.

Section 16 of the Food Stamp Act of 1977 (7 U.S.C. 2025), as
amended by section 1056(a), is amended by inserting after sub-
section (a) the following:

“(b) WORK SUPPLEMENTATION OR SUPPORT PROGRAM.—

“(1) DEFINITION OF WORK SUPPLEMENTATION OR SUPPORT
PROGRAM.—In this subsection, the term ‘work supplementation
or support program’ means a program under which, as deter-
mined by the Secretary, public assistance (including any bene-
fits provided under a program established by the State and the
food stamp program) is provided to an employer to be used for
hiring and employing a public assistance recipient who was not
employed by the employer at the time the public assistance re-
cipient entered the program.

“(2) PROGRAM.—A State agency may elect to use an
amount equal to the allotment that would otherwise be issued
to a household under the food stamp program, but for the oper-
ation of this subsection, for the purpose of subsidizing or sup-
porting a job under a work supplementation or support pro-
gram established by the State.

“(3) PROCEDURE.—If a State agency makes an election
under paragraph (2) and identifies each household that partici-
pates in the food stamp program that contains an individual
who is participating in the work supplementation or support
program—

“(A) the Secretary shall pay to the State agency an
amount equal to the value of the allotment that the house-
hold would be eligible to receive but for the operation of
this subsection;

“(B) the State agency shall expend the amount re-
ceived under subparagraph (A) in accordance with the
work supplementation or support program in lieu of pro-
viding the allotment that the household would receive but
for the operation of this subsection;

“(C) for purposes of—

“(i) sections 5 and 8(a), the amount received under
this subsection shall be excluded from household in-
come and resources; and

“(i1) section 8(b), the amount received under this
subsection shall be considered to be the value of an al-
lotment provided to the household; and
“(D) the household shall not receive an allotment from

the State agency for the period during which the member

continues to participate in the work supplementation or
support program.

“(4) OTHER WORK REQUIREMENTS.—No individual shall be
excused, by reason of the fact that a State has a work
supplementation or support program, from any work require-
ment under section 6(d), except during the periods in which
the individual is employed under the work supplementation or
support program.
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“(5) LENGTH OF PARTICIPATION.—A State agency shall pro-
vide a description of how the public assistance recipients in the
program shall, within a specific period of time, be moved from
supplemented or supported employment to employment that is
not supplemented or supported.

“(6) DISPLACEMENT.—A work supplementation or support
program shall not displace the employment of individuals who
are not supplemented or supported.”.

SEC. 1058. WAIVER AUTHORITY.
Section 17(b)(1) of the Food Stamp Act of 1977 (7 U.S.C.
2026(b)(1)) is amended—
(1) by redesignating subparagraph (B) as subparagraph
(C); and
(2) in subparagraph (A)—
(A) by striking the second sentence; and
(B) by striking “benefits to eligible households, includ-
ing” and inserting the following: “benefits to eligible house-
holds, and may waive any requirement of this Act to the
extent necessary for the project to be conducted.
“(B) PROJECT REQUIREMENTS.—

“(1) PROGRAM GOAL.—The Secretary may not con-
duct a project under subparagraph (A) unless the
project is consistent with the goal of the food stamp
program of providing food assistance to raise levels of
nutrition among low-income individuals.

“(ii)) PERMISSIBLE PROJECTS.—The Secretary may
conduct a project under subparagraph (A) to—

“(I) improve program administration;

“(II) increase the self-sufficiency of food stamp
recipients;

“(III) test innovative welfare reform strate-
gies; and

“IV) allow greater conformity with the rules
of other programs than would be allowed but for
this paragraph.

“(iil)) IMPERMISSIBLE PROJECTS.—The Secretary
n}llay not conduct a project under subparagraph (A)
that—

“I) involves the payment of the value of an
allotment in the form of cash, unless the project
was approved prior to the date of enactment of
this subparagraph;

“(II) substantially transfers funds made avail-
able under this Act to services or benefits pro-
vided primarily through another public assistance
program; or

“(III) is not limited to a specific time period.
“(iv) ADDITIONAL INCLUDED PROJECTS.—Pilot or

experimental projects may include”.
SEC. 1059. RESPONSE TO WAIVERS.
Section 17(b)(1) of the Food Stamp Act of 1977 (7 U.S.C.

2026(b)(1)), as amended by section 1058, is amended by adding at
the end the following:
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“(D) RESPONSE TO WAIVERS.—

“(1) RESPONSE.—Not later than 60 days after the
date of receiving a request for a waiver under sub-
pﬁlragraph (A), the Secretary shall provide a response
that—

“(I) approves the waiver request;

“(II) denies the waiver request and explains
any modification needed for approval of the waiv-
er request;

“(ITII) denies the waiver request and explains
the grounds for the denial; or

“(IV) requests clarification of the waiver re-
quest.

“(ii) FAILURE TO RESPOND.—If the Secretary does
not provide a response in accordance with clause (i),
the waiver shall be considered approved, unless the
approval is specifically prohibited by this Act.

“(iii) NOTICE OF DENIAL.—On denial of a waiver
request under clause (i)(III), the Secretary shall pro-
vide a copy of the waiver request and a description of
the reasons for the denial to the Committee on Agri-
culture of the House of Representatives and the Com-
glittee on Agriculture, Nutrition, and Forestry of the

enate.”.

SEC. 1060. EMPLOYMENT INITIATIVES PROGRAM.
Section 17 of the Food Stamp Act of 1977 (7 U.S.C. 2026) is
amended by striking subsection (d) and inserting the following:
“(d) EMPLOYMENT INITIATIVES PROGRAM.—
“(1) ELECTION TO PARTICIPATE.—

“(A) IN GENERAL.—Subject to the other provisions of
this subsection, a State may elect to carry out an employ-
ment initiatives program under this subsection.

“(B) REQUIREMENT.—A State shall be eligible to carry
out an employment initiatives program under this sub-
section only if not less than 50 percent of the households
that received food stamp benefits during the summer of
1993 also received benefits under a State program funded
under part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.) during the summer of 1993.

“(2) PROCEDURE.—

“(A) IN GENERAL.—A State that has elected to carry
out an employment initiatives program under paragraph
(1) may use amounts equal to the food stamp allotments
that would otherwise be issued to a household under the
food stamp program, but for the operation of this sub-
section, to provide cash benefits in lieu of the food stamp
allotments to the household if the household is eligible
under paragraph (3).

“(B) PAYMENT.—The Secretary shall pay to each State
that has elected to carry out an employment initiatives
program under paragraph (1) an amount equal to the
value of the allotment that each household would be eligi-
ble to receive under this Act but for the operation of this
subsection.
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“(C) OTHER PROVISIONS.—For purposes of the food
stamp program (other than this subsection)—

“(i) cash assistance under this subsection shall be
considered to be an allotment; and

“(i1) each household receiving cash benefits under
this subsection shall not receive any other food stamp
benefit for the period for which the cash assistance is
provided.

“(D) ADDITIONAL PAYMENTS.—Each State that has
elected to carry out an employment initiatives program
under paragraph (1) shall—

“(i) increase the cash benefits provided to each
household under this subsection to compensate for any

State or local sales tax that may be collected on pur-

chases of food by any household receiving cash bene-

fits under this subsection, unless the Secretary deter-
mines on the basis of information provided by the

State that the increase is unnecessary on the basis of

the limited nature of the items subject to the State or

local sales tax; and
“(ii) pay the cost of any increase in cash benefits

required by clause (i).

“(3) ELIGIBILITY.—A household shall be eligible to receive
cash benefits under paragraph (2) if an adult member of the
household—

“(A) has worked in unsubsidized employment for not
less than the preceding 90 days;

“(B) has earned not less than $350 per month from the
employment referred to in subparagraph (A) for not less
than the preceding 90 days;

“(C)3) is receiving benefits under a State program
funded under part A of title IV of the Social Security Act
(42 U.S.C. 601 et seq.); or

“(il) was receiving benefits under a State program
funded under part A of title IV of the Social Security Act
(42 U.S.C. 601 et seq.) at the time the member first re-
ceived cash benefits under this subsection and is no longer
eligible for the State program because of earned income;

“D) is continuing to earn not less than $350 per
month from the employment referred to in subparagraph
(A); and

“(E) elects to receive cash benefits in lieu of food
stamp benefits under this subsection.

“(4) EVALUATION.—A State that operates a program under
this subsection for 2 years shall provide to the Secretary a
written evaluation of the impact of cash assistance under this
subsection. The State agency, with the concurrence of the Sec-
retary, shall determine the content of the evaluation.”.

SEC. 1061. REAUTHORIZATION.

The first sentence of section 18(a)(1) of the Food Stamp Act of
1977 (7 U.S.C. 2027(a)(1)) is amended by striking “1991 through
1997” and inserting “1996 through 2002”.
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SEC. 1062. SIMPLIFIED FOOD STAMP PROGRAM.
(a) IN GENERAL.—The Food Stamp Act of 1977 (7 U.S.C. 2011
et seq.) is amended by adding at the end the following:

“SEC. 26. SIMPLIFIED FOOD STAMP PROGRAM.

“(a) DEFINITION OF FEDERAL C0OSTS.—In this section, the term
‘Federal costs’ does not include any Federal costs incurred under
section 17.

“(b) ELECTION.—Subject to subsection (d), a State may elect to
carry out a Simplified Food Stamp Program (referred to in this sec-
tion as a ‘Program’), statewide or in a political subdivision of the
State, in accordance with this section.

“(c) OPERATION OF PROGRAM.—If a State elects to carry out a
Program, within the State or a political subdivision of the State—

“(1) a household in which all members receive assistance
under a State program funded under part A of title IV of the
Social Security Act (42 U.S.C. 601 et seq.) shall automatically
be eligible to participate in the Program; and

“(2) subject to subsection (f), benefits under the Program
shall be determined under rules and procedures established by
the State under—

“(A) a State program funded under part A of title IV
of the Social Security Act (42 U.S.C. 601 et seq.);

“(B) the food stamp program (other than section 27);
or

“(C) a combination of a State program funded under

part A of title IV of the Social Security Act (42 U.S.C. 601

et )seq.) and the food stamp program (other than section

27).

“(d) APPROVAL OF PROGRAM.—

“(1) STATE PLAN.—A State agency may not operate a Pro-
gram unless the Secretary approves a State plan for the oper-
ation of the Program under paragraph (2).

“(2) APPROVAL OF PLAN.—The Secretary shall approve any
State plan to carry out a Program if the Secretary determines
that the plan—

“(A) complies with this section; and
“(B) contains sufficient documentation that the plan
will not increase Federal costs for any fiscal year.

“(e) INCREASED FEDERAL COSTS.—

“(1) DETERMINATION.—During each fiscal year and not
later than 90 days after the end of each fiscal year, the Sec-
retary shall determine whether a Program being carried out by
a State agency is increasing Federal costs under this Act above
the Federal costs incurred under the food stamp program in
operation in the State or political subdivision of the State for
the fiscal year prior to the implementation of the Program, ad-
justed for any changes in—

“(A) participation;

“(B) the income of participants in the food stamp pro-
gram that is not attributable to public assistance; and

“(C) the thrifty food plan under section 3(0).

“(2) NOTIFICATION.—If the Secretary determines that the
Program has increased Federal costs under this Act for any fis-
cal year or any portion of any fiscal year, the Secretary shall
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notify the State not later than 30 days after the Secretary
makes the determination under paragraph (1).

“(3) ENFORCEMENT.—

“(A) CORRECTIVE ACTION.—Not later than 90 days
after the date of a notification under paragraph (2), the
State shall submit a plan for approval by the Secretary for
prompt corrective action that is designed to prevent the
Program from increasing Federal costs under this Act.

“(B) TERMINATION.—If the State does not submit a
plan under subparagraph (A) or carry out a plan approved
by the Secretary, the Secretary shall terminate the ap-
proval of the State agency operating the Program and the
State agency shall be ineligible to operate a future Pro-
gram.

“(f) RULES AND PROCEDURES.—

“(1) IN GENERAL.—In operating a Program, a State or polit-
ical subdivision of a State may follow the rules and procedures
established by the State or political subdivision under a State
program funded under part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.) or under the food stamp program.

“(2) STANDARDIZED DEDUCTIONS.—In operating a Program,
a State or political subdivision of a State may standardize the
deductions provided under section 5(e). In developing the
standardized deduction, the State shall consider the work ex-
penses, dependent care costs, and shelter costs of participating
households.

“(3) REQUIREMENTS.—In operating a Program, a State or
political subdivision shall comply with the requirements of—

“(A) subsections (a) through (g) of section 7;

“(B) section 8(a) (except that the income of a house-
hold may be determined under a State program funded
under part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.));

“(C) subsection (b) and (d) of section 8;

“(D) subsections (a), (¢), (d), and (n) of section 11;

“(E) paragraphs (8), (12), (16), (18), (20), (24), and (25)
of section 11(e);

“(F) section 11(e)(10) (or a comparable requirement es-
tablished by the State under a State program funded
under part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.)); and

“(G) section 16.

“(4) LIMITATION ON ELIGIBILITY.—Notwithstanding any
other provision of this section, a household may not receive
benefits under this section as a result of the eligibility of the
household under a State program funded under part A of title
IV of the Social Security Act (42 U.S.C. 601 et seq.), unless the
Secretary determines that any household with income above
130 percent of the poverty guidelines is not eligible for the pro-
gram.”.

(b) STATE PLAN PROVISIONS.—Section 11(e) of the Act (7 U.S.C.
2020(e)), as amended by sections 1020(b), 1028(b), and 1044, is
amended by adding at the end the following:
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“(25) if a State elects to carry out a Simplified Food Stamp
Program under section 26, the plans of the State agency for op-
erating the program, including—

“(A) the rules and procedures to be followed by the
State agency to determine food stamp benefits;

“B) how the State agency will address the needs of
households that experience high shelter costs in relation to
the incomes of the households; and

“(C) a description of the method by which the State
agency will carry out a quality control system under sec-
tion 16(c).”.

(¢) CONFORMING AMENDMENTS.—

(1) Section 8 of the Act (7 U.S.C. 2017), as amended by sec-
tion 1039, is amended—

(A) by striking subsection (e); and

(B) by redesignating subsection (f) as subsection (e).

(2) Section 17 of the Act (7 U.S.C. 2026) is amended—

(A) by striking subsection (i); and

(B) by redesignating subsections (j) through (1) as sub-
sections (i) through (k), respectively.

SEC. 1063. STATE FOOD ASSISTANCE BLOCK GRANT.

(a) IN GENERAL.—The Food Stamp Act of 1977 (7 U.S.C. 2011
et seq.), as amended by section 1062, 1s amended by adding at the
end the following:

“SEC. 27. STATE FOOD ASSISTANCE BLOCK GRANT.

“(a) DEFINITIONS.—In this section:

“(1) FooD ASSISTANCE.—The term ‘food assistance’ means
assistance that may be used only to obtain food, as defined in
section 3(g).

“(2) STATE.—The term ‘State’ means each of the 50 States,
the District of Columbia, Guam, and the Virgin Islands of the
United States.

“(b) ESTABLISHMENT.—The Secretary shall establish a program
to make grants to States in accordance with this section to pro-
vide—

“(1) food assistance to needy individuals and families resid-
ing in the State; and

“(2) funds for administrative costs incurred in providing
the assistance.

“(c) ELECTION.—

“(1) IN GENERAL.—A State may annually elect to partici-
gate in the program established under subsection (b) if the

tate—

“(A) has fully implemented an electronic benefit trans-
fer system that operates in the entire State;

“(B) has a payment error rate under section 16(c) that
is not more than 6 percent as announced most recently by
the Secretary; or

“(C) has a payment error rate in excess of 6 percent
and agrees to contribute non-Federal funds for the fiscal
year of the grant, for benefits and administration of the
State’s food assistance program, the amount determined
under paragraph (2).
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“(2) STATE MANDATORY CONTRIBUTIONS.—

“(A) IN GENERAL.—In the case of a State that elects to
participate in the program under paragraph (1)(C), the
State shall agree to contribute, for a fiscal year, an amount
equal to—

“(1) the benefits issued in the State; multiplied by
“(i1) the payment error rate of the State; minus

“(B)1) the benefits issued in the State; multiplied by

“(i1) 6 percent.

“(B) DETERMINATION.—Notwithstanding sections 13
and 14, the calculation of the contribution shall be based
solely on the determination of the Secretary of the pay-
ment error rate.

“(C) DATA.—For purposes of implementing subpara-
graph (A) for a fiscal year, the Secretary shall use the data
for the most recent fiscal year available.

“(3) ELECTION LIMITATION.—

“(A) RE-ENTERING FOOD STAMP PROGRAM.—A State
that elects to participate in the program under paragraph
(1) may in a subsequent year decline to elect to participate
in the program and instead participate in the food stamp
program in accordance with the other sections of this Act.

“(B) LIMITATION.—Subsequent to re-entering the food
stamp program under subparagraph (A), the State shall
only be eligible to participate in the food stamp program
in accordance with the other sections of this Act and shall
not be eligible to elect to participate in the program estab-
lished under subsection (b).

“(4) PROGRAM EXCLUSIVE.—

“(A) IN GENERAL.—A State that is participating in the
program established under subsection (b) shall not be sub-
ject to, or receive any benefit under, this Act except as pro-
vided in this section.

“(B) CONTRACT WITH FEDERAL GOVERNMENT.—Nothing
in this section shall prohibit a State from contracting with
the Federal Government for the provision of services or
materials necessary to carry out a program under this sec-
tion.

“(d) LEAD AGENCY.—A State desiring to receive a grant under
this section shall designate, in an application submitted to the Sec-
retary under subsection (e)(1), an appropriate State agency respon-
sible for the administration of the program under this section as
the lead agency.

“(e) APPLICATION AND PLAN.—

“(1) AppPLICATION.—To be eligible to receive assistance
under this section, a State shall prepare and submit to the Sec-
retary an application at such time, in such manner, and con-
taining such information as the Secretary shall by regulation
require, including—

“(A) an assurance that the State will comply with the
requirements of this section;

“(B) a State plan that meets the requirements of para-
graph (3); and
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“(C) an assurance that the State will comply with the
requirements of the State plan under paragraph (3).

“(2) ANNUAL PLAN.—The State plan contained in the appli-
cation under paragraph (1) shall be submitted for approval an-
nually.

“(3) REQUIREMENTS OF PLAN.—

“(A) LEAD AGENCY.—The State plan shall identify the
lead agency.

“(B) USE OF BLOCK GRANT FUNDS.—The State plan
shall provide that the State shall use the amounts pro-
vided to the State for each fiscal year under this section—

“(1) to provide food assistance to needy individuals
and families residing in the State, other than resi-
dents of institutions who are ineligible for food stamps
under section 3(i); and

“(ii) to pay administrative costs incurred in pro-
viding the assistance.

“(C) Groups SERVED.—The State plan shall describe
how and to what extent the program will serve specific
groups of individuals and families and how the treatment
will differ from treatment under the food stamp program
under the other sections of this Act of the individuals and
families, including—

“(1) elderly individuals and families;

“(i1) migrants or seasonal farmworkers;

“(ii1) homeless individuals and families;

“(iv) individuals and families who live in institu-

tions eligible under section 3(i);

“(v) individuals and families with earnings; and

“(vi) members of Indian tribes or tribal organiza-
tions.

“(D) ASSISTANCE FOR ENTIRE STATE.—The State plan
shall provide that benefits under this section shall be
available throughout the entire State.

“(E) NOTICE AND HEARINGS.—The State plan shall pro-
vide that an individual or family who applies for, or re-
ceives, assistance under this section shall be provided with
notice of, and an opportunity for a hearing on, any action
under this section that adversely affects the individual or
family.

“(F) ASSESSMENT OF NEEDS.—The State plan shall as-
sess the food and nutrition needs of needy persons residing
in the State.

“(G) ELIGIBILITY STANDARDS.—The State plan shall de-
scribe the income, resource, and other eligibility standards
that are established for the receipt of assistance under this
section.

“(H) DISQUALIFICATION OF FLEEING FELONS.—The
State plan shall provide for the disqualification of any in-
dividual who would be disqualified from participating in
the food stamp program under section 6(k).

“(I) RECEIVING BENEFITS IN MORE THAN 1 JURISDIC-
TION.—The State plan shall establish a system for the ex-
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change of information with other States to verify the iden-

tity and receipt of benefits by recipients.

“(J) PrivaAcy.—The State plan shall provide for safe-
guarding and restricting the use and disclosure of informa-
tion about any individual or family receiving assistance
under this section.

“(K) OTHER INFORMATION.—The State plan shall con-
tain such other information as may be required by the Sec-
retary.

“(4) APPROVAL OF APPLICATION AND PLAN.—The Secretary
shall approve an application and State plan that satisfies the
requirements of this section.

“(f) No INDIVIDUAL OR FAMILY ENTITLEMENT TO ASSISTANCE.—
Nothing in this section—

“(1) entitles any individual or family to assistance under
this section; or

“(2) limits the right of a State to impose additional limita-
tions or conditions on assistance under this section.

“(g) BENEFITS FOR ALIENS.—

“(1) EvriciBILITY.—No individual who is an alien shall be
eligible to receive benefits under a State plan approved under
subsection (e)(4) if the individual is not eligible to participate
in the food stamp program due to the alien status of the indi-
vidual.

“2) INcoME.—The State plan shall provide that the in-
come of an alien shall be determined in accordance with sec-
tion 5(i).

“(h) EMPLOYMENT AND TRAINING.—

“(1) WORK REQUIREMENTS.—No individual or household
shall be eligible to receive benefits under a State plan funded
under this section if the individual or household is not eligible
to participate in the food stamp program under subsection (d)
or (o) of section 6.

“(2) WORK PROGRAMS.—Each State shall implement an em-
ployment and training program in accordance with the terms
and conditions of section 6(d)(4) for individuals under the pro-
grsarll; and shall be eligible to receive funding under section
16(h).

“(1) ENFORCEMENT.—

“(1) REVIEW OF COMPLIANCE WITH STATE PLAN.—The Sec-
retary shall review and monitor State compliance with this sec-
tion and the State plan approved under subsection (e)(4).

“(2) NONCOMPLIANCE.—

“(A) IN GENERAL.—If the Secretary, after reasonable
n};)tice to a State and opportunity for a hearing, finds
that—

“(1) there has been a failure by the State to comply
substantially with any provision or requirement set
forth in the State plan approved under subsection
(e)(4); or

“(ii) in the operation of any program or activity for
which assistance is provided under this section, there
is a failure by the State to comply substantially with
any provision of this section;
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the Secretary shall notify the State of the finding and that

no further grants will be made to the State under this sec-

tion (or, in the case of noncompliance in the operation of

a program or activity, that no further grants to the State

will be made with respect to the program or activity) until

the Secretary is satisfied that there is no longer any fail-
ure to comply or that the noncompliance will be promptly
corrected.

“(B) OTHER PENALTIES.—In the case of a finding of
noncompliance made pursuant to subparagraph (A), the
Secretary may, in addition to, or in lieu of, imposing the
penalties described in subparagraph (A), impose other ap-
propriate penalties, including recoupment of money im-
properly expended for purposes prohibited or not author-
ized by this section and disqualification from the receipt of
financial assistance under this section.

“(C) NotTicE.—The notice required under subpara-
graph (A) shall include a specific identification of any addi-
tional penalty being imposed under subparagraph (B).

“(3) ISSUANCE OF REGULATIONS.—The Secretary shall es-
tablish by regulation procedures for—

“(A) receiving, processing, and determining the valid-
ity of complaints made to the Secretary concerning any
failure of a State to comply with the State plan or any re-
quirement of this section; and

“(B) imposing penalties under this section.

“(j) GRANT.—

“(1) IN GENERAL.—For each fiscal year, the Secretary shall
pay to a State that has an application approved by the Sec-
retary under subsection (e)(4) an amount that is equal to the
grant of the State under subsection (m) for the fiscal year.

“2) METHOD OF GRANT.—The Secretary shall make a
grant to a State for a fiscal year under this section by issuing
1 or more letters of credit for the fiscal year, with necessary
adjustments on account of overpayments or underpayments, as
determined by the Secretary.

“(3) SPENDING OF GRANTS BY STATE.—

“(A) IN GENERAL.—Except as provided in subpara-
graph (B), a grant to a State determined under subsection
(m)(1) for a fiscal year may be expended by the State only
in the fiscal year.

“(B) CARRYOVER.—The State may reserve up to 10 per-
cent of a grant determined under subsection (m)(1) for a
fiscal year to provide assistance under this section in sub-
sequent fiscal years, except that the reserved funds may
not exceed 30 percent of the total grant received under this
section for a fiscal year.

“(4) FoOD ASSISTANCE AND ADMINISTRATIVE EXPENDI-
TURES.—In each fiscal year, not more than 6 percent of the
Federal and State funds required to be expended by a State
under this section shall be used for administrative expenses.

“(5) PROVISION OF FOOD ASSISTANCE.—A State may provide
food assistance under this section in any manner determined
appropriate by the State, such as electronic benefit transfer
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limited to food purchases, coupons limited to food purchases, or

direct provision of commodities.

“(k) QuaLiITY CONTROL.—Each State participating in the pro-
gram established under this section shall maintain a system in ac-
cordance with, and shall be subject to section 16(c), including sanc-
tions and eligibility for incentive payment under section 16(c), ad-
justed for State specific characteristics under regulations issued by
the Secretary.

“(1) NONDISCRIMINATION.—

“(1) IN GENERAL.—The Secretary shall not provide finan-
cial assistance for any program, project, or activity under this
section if any person with responsibilities for the operation of
the program, project, or activity discriminates with respect to
the program, project, or activity because of race, religion, color,
national origin, sex, or disability.

“(2) ENFORCEMENT.—The powers, remedies, and proce-
dures set forth in title VI of the Civil Rights Act of 1964 (42
U.S.C. 2000d et seq.) may be used by the Secretary to enforce
paragraph (1).

“(m) GRANT CALCULATION.—

“(1) STATE GRANT.—

“(A) IN GENERAL.—Except as provided in subpara-
graph (B), from the amounts made available under section
18 for each fiscal year, the Secretary shall provide a grant
to each State participating in the program established
under this section an amount that is equal to the sum of—

“i) the greater of, as determined by the Sec-
retary—

“(D the total dollar value of all benefits issued
under the food stamp program established under
this Act by the State during fiscal year 1994; or

“(II) the average per fiscal year of the total
dollar value of all benefits issued under the food
stamp program by the State during each of fiscal
years 1992 through 1994; and
“(ii) the greater of, as determined by the Sec-

retary—

“(I) the total amount received by the State for
administrative costs under section 16(a) (not in-
cluding any adjustment under section 16(c)) for
fiscal year 1994; or

“(II) the average per fiscal year of the total
amount received by the State for administrative
costs under section 16(a) (not including any ad-
justment under section 16(c)) for each of fiscal
years 1992 through 1994.

“(B) INSUFFICIENT FUNDS.—If the Secretary finds that
the total amount of grants to which States would other-
wise be entitled for a fiscal year under subparagraph (A)
will exceed the amount of funds that will be made avail-
able to provide the grants for the fiscal year, the Secretary
shall reduce the grants made to States under this sub-
section, on a pro rata basis, to the extent necessary.
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“(2) REDUCTION.—The Secretary shall reduce the grant of

a State by the amount a State has agreed to contribute under

subsection (c)(1)(C).”.

(b) EMPLOYMENT AND TRAINING FUNDING.—Section 16(h) of the
Act (7 U.S.C. 2025(a)), as amended by section 1027(d)(2), is amend-
ed by adding at the end the following:

“(6) BLOCK GRANT STATES.—Each State electing to operate

a program under section 27 shall—

“(A) receive the greater of—

“(i) the total dollar value of the funds received
under paragraph (1) by the State during fiscal year
1994; or

“(1) the average per fiscal year of the total dollar
value of all funds received under paragraph (1) by the
State during each of fiscal years 1992 through 1994;
and
“(B) be eligible to receive funds under paragraph (2),

within the limitations in section 6(d)(4)(K).”.

(¢) RESEARCH ON OPTIONAL STATE FOOD ASSISTANCE BLOCK
GRANT.—Section 17 of the Act (7 U.S.C. 2026), as amended by sec-
tion 1062(c)(2), is amended by adding at the end the following:

“(1) RESEARCH ON OPTIONAL STATE FOOD ASSISTANCE BLOCK
GRANT.—The Secretary may conduct research on the effects and
costs of a State program carried out under section 27.”.

SEC. 1064. A STUDY OF THE USE OF FOOD STAMPS TO PURCHASE VI-
TAMINS AND MINERALS.

The Secretary of Agriculture shall, in consultation with the
National Academy of Sciences and the Center for Disease Control
and Prevention, conduct a study of the use of food stamps to pur-
chase vitamins and minerals. The study shall include an analysis
of scientific findings on the efficacy of and need for vitamins and
minerals, including the adequacy of vitamin and mineral intake in
low income populations, as shown by existing research and surveys,
and the potential value of nutritional supplements in filling nutri-
ent gaps that may exist in the population as a whole or in vulner-
able subgroups in the U.S. population; the impact of nutritional im-
provements (including vitamin or mineral supplementation) on
health status and health care costs for women of childbearing age,
pregnant or lactating women, and the elderly; the cost of vitamin
and mineral supplements commercially available; the purchasing
habits of low income populations with regard to vitamins and min-
erals; the impact on the food purchases of low income households;
and the economic impact on agricultural commodities. The Sec-
retary shall report the results of the study to the Committee on Ag-
riculture of the U.S. House of Representatives not later than De-
cember 15, 1996.”.

SEC. 1065. INVESTIGATIONS.

Section 12(a) of the Food Stamp Act of 1977 (7 U.S.C. 2021(a))
is amended by adding at the end the following:
“Regulations issued pursuant to this Act shall provide criteria for
the finding of violations and the suspension or disqualification of
a retail food store or wholesale food concern on the basis of evi-
dence which may include, but is not limited to, facts established
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through on-site investigations, inconsistent redemption data or evi-
dence obtained through transaction reports under electronic benefit
transfer systems.”.

SEC. 1066. FOOD STAMP ELIGIBILITY.

Section 6(f) of the Food Stamp Act of 1977 (7 U.S.C. 2015(f))
is amended by striking the third sentence and inserting the
following:

“The State agency shall, at its option, consider either all income
and financial resources of the individual rendered ineligible to par-
ticipate in the food stamp program under this subsection, or such
income, less a pro rata share, and the financial resources of the in-
eligible individual, to determine the eligibility and the value of the
allotment of the household of which such individual is a member.”.

SEC. 1067. REPORT BY THE SECRETARY.

The Secretary of Agriculture may report to the Committee on
Agriculture of the House of Representatives, not later than Janu-
ary 1, 2000, on the effect of the food stamp reforms in the Welfare
and Medicaid Reform Act of 1996 and the ability of State and local
governments to deal with people in poverty. The report must an-
swer the question: “Did people become more personally responsible
and were work opportunities provided such that poverty in America
is better managed?”.

SEC. 1068. DEFICIT REDUCTION.

It is the sense of the Committee on Agriculture of the House
of Representatives that reductions in outlays resulting from this
title shall not be taken into account for purposes of section 552 of
the Balanced Budget and Emergency Deficit Control Act of 1985.

Subtitle B—Commodity Distribution
Programs

SEC. 1071. EMERGENCY FOOD ASSISTANCE PROGRAM.

(a) DEFINITIONS.—Section 201A of the Emergency Food Assist-
ance Act of 1983 (Public Law 98-8; 7 U.S.C. 612¢ note) is amended
to read as follows:

“SEC. 201A. DEFINITIONS.
“In this Act:

“(1) ADDITIONAL COMMODITIES.—The term ‘additional com-
modities’ means commodities made available under section 214
in addition to the commodities made available under sections
202 and 203D.

“(2) AVERAGE MONTHLY NUMBER OF UNEMPLOYED PER-
SONS.—The term ‘average monthly number of unemployed per-
sons’ means the average monthly number of unemployed
persons in each State in the most recent fiscal year for which
information concerning the number of unemployed persons is
available, as determined by the Bureau of Labor Statistics of
the Department of Labor.

“(3) ELIGIBLE RECIPIENT AGENCY.—The term ‘eligible recip-
ient agency’ means a public or nonprofit organization—

“(A) that administers—
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“(i) an emergency feeding organization;

“(ii) a charitable institution (including a hospital
and a retirement home, but excluding a penal institu-
tion) to the extent that the institution serves needy
persons;

“(ii1) a summer camp for children, or a child nutri-
tion program providing food service;

“(iv) a nutrition project operating under the Older
Americans Act of 1965 (42 U.S.C. 3001 et seq.), includ-
ing a project that operates a congregate nutrition site
and a project that provides home-delivered meals; or

“(v) a disaster relief program;

“(B) that has been designated by the appropriate State
agency, or by the Secretary; and

“(C) that has been approved by the Secretary for par-
ticipation in the program established under this Act.

“(4) EMERGENCY FEEDING ORGANIZATION.—The term ‘emer-
gency feeding organization’ means a public or nonprofit organi-
zation that administers activities and projects (including the
activities and projects of a charitable institution, a food bank,
a food pantry, a hunger relief center, a soup kitchen, or a simi-
lar public or private nonprofit eligible recipient agency) provid-
ing nutrition assistance to relieve situations of emergency and
distress through the provision of food to needy persons, includ-
ing low-income and unemployed persons.

“(5) Foop BANK.—The term ‘food bank’ means a public or
charitable institution that maintains an established operation
involving the provision of food or edible commodities, or the
products of food or edible commodities, to food pantries, soup
kitchens, hunger relief centers, or other food or feeding centers
that, as an integral part of their normal activities, provide
meals or food to feed needy persons on a regular basis.

“(6) FooD PANTRY.—The term ‘food pantry’ means a public
or private nonprofit organization that distributes food to low-
income and unemployed households, including food from
sources other than the Department of Agriculture, to relieve
situations of emergency and distress.

“(7) POVERTY LINE.—The term ‘poverty line’ has the same
meaning given the term in section 673(2) of the Community
Services Block Grant Act (42 U.S.C. 9902(2)).

“(8) SoUuP KITCHEN.—The term ‘soup kitchen’ means a pub-
lic or charitable institution that, as an integral part of the nor-
mal activities of the institution, maintains an established feed-
ing operation to provide food to needy homeless persons on a
regular basis.

“(9) TOTAL VALUE OF ADDITIONAL COMMODITIES.—The term
‘total value of additional commodities’ means the actual cost of
all additional commodities made available under section 214
that are paid by the Secretary (including the distribution and
processing costs incurred by the Secretary).

“(10) VALUE OF ADDITIONAL COMMODITIES ALLOCATED TO
EACH STATE.—The term ‘value of additional commodities allo-
cated to each State’ means the actual cost of additional com-
modities made available under section 214 and allocated to
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each State that are paid by the Secretary (including the dis-

tribution and processing costs incurred by the Secretary).”.

(b) STATE PLAN.—Section 202A of the Act (7 U.S.C. 612¢ note)
is amended to read as follows:

“SEC. 202A. STATE PLAN.

“(a) IN GENERAL.—To receive commodities under this Act, a
State shall submit a plan of operation and administration every 4
years to the Secretary for approval. The plan may be amended at
any time, with the approval of the Secretary.

“(b) REQUIREMENTS.—Each plan shall—

“(1) designate the State agency responsible for distributing
the commodities received under this Act;

“(2) set forth a plan of operation and administration to ex-
peditiously distribute commodities under this Act;

“(3) set forth the standards of eligibility for recipient agen-
cies; and

“(4) set forth the standards of eligibility for individual or
household recipients of commodities, which shall require—

“(A) individuals or households to be comprised of
needy persons; and

“(B) individual or household members to be residing in
the geographic location served by the distributing agency
at the time of applying for assistance.

“(c) STATE ADVISORY BOARD.—The Secretary shall encourage
each State receiving commodities under this Act to establish a
State advisory board consisting of representatives of all interested
entities, both public and private, in the distribution of commodities
received under this Act in the State.”.

(c) AUTHORIZATION OF APPROPRIATIONS FOR ADMINISTRATIVE
FunDs.—Section 204(a)(1) of the Act (7 U.S.C. 612¢ note) is amend-
ed—

(1) in the first sentence by striking “for State and local”
and all that follows through “under this title” and inserting “to
pay for the direct and indirect administrative costs of the State
related to the processing, transporting, and distributing to eli-
gible recipient agencies of commodities provided by the Sec-
retary under this Act and commodities secured from other
sources”; and

(2) by striking the fourth sentence.

(d) DELIVERY OF COMMODITIES.—Section 214 of the Act (7
U.S.C. 612c¢ note) is amended—

(1) by striking subsections (a) through (e) and (j);

(2) by redesignating subsections (f) through (i) as sub-
sections (a) through (d), respectively;

(3) in subsection (b), as redesignated by paragraph (2)—

(A) in the first sentence, by striking “subsection (f) or
subsection (j) if applicable,” and inserting “subsection (a)”;
and

(B) in the second sentence, by striking “subsection (f)”

and inserting “subsection (a)”;

(4) by striking subsection (c), as redesignated by paragraph
(2), and inserting the following:

“(c) ADMINISTRATION.—
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“(1) IN GENERAL.—Commodities made available for each
fiscal year under this section shall be delivered at reasonable
intervals to States based on the grants calculated under sub-
section (a), or reallocated under subsection (b), before Decem-
ber 31 of the following fiscal year.

“(2) ENTITLEMENT.—Each State shall be entitled to receive
the value of additional commodities determined under sub-
section (a).”; and

(5) in subsection (d), as redesignated by paragraph (2), by
striking “or reduce” and all that follows through “each fiscal
year”.

(e) TECHNICAL AMENDMENTS.—The Act (7 U.S.C. 612¢ note) is
amended—

(1) in the first sentence of section 203B(a), by striking “203
and 203A of this Act” and inserting “203A”;

(2) in section 204(a), by striking “title” each place it ap-
pears and inserting “Act”;

(3) in the first sentence of section 210(e), by striking “(ex-
cept as otherwise provided for in section 214(j))”; and

(4) by striking section 212.

(f) REPORT ON EFAP.—Section 1571 of the Food Security Act
of 1985 (Public Law 99-198; 7 U.S.C. 612c note) is repealed.

(g) AVAILABILITY OF COMMODITIES UNDER THE FOOD STAMP
PROGRAM.—The Food Stamp Act of 1977 (7 U.S.C. 2011 et seq.), as
amended by sections 1062 and 1063, is amended by adding at the
end the following:

“SEC. 28. AVAILABILITY OF COMMODITIES FOR THE EMERGENCY
FOOD ASSISTANCE PROGRAM.

“(a) PURCHASE OF COMMODITIES.—From amounts appropriated
under this Act, for each of fiscal years 1997 through 2002, the Sec-
retary shall purchase $300,000,000 of a variety of nutritious and
useful commodities of the types that the Secretary has the author-
ity to acquire through the Commodity Credit Corporation or under
section 32 of the Act entitled ‘An Act to amend the Agricultural Ad-
justment Act, and for other purposes’, approved August 24, 1935 (7
U.S.C. 612¢), and distribute the commodities to States for distribu-
tion in accordance with section 214 of the Emergency Food Assist-
ance Act of 1983 (Public Law 98-8; 7 U.S.C. 612c¢ note).

“(b) BAsis FOR COMMODITY PURCHASES.—In purchasing com-
modities under subsection (a), the Secretary shall, to the extent
practicable and appropriate, make purchases based on—

“(1) agricultural market conditions;

“(2) preferences and needs of States and distributing agen-
cies; and

“(3) preferences of recipients.”.

(h) EFFECTIVE DATE.—The amendments made by subsection (d)
shall become effective on October 1, 1996.

SEC. 1072. FOOD BANK DEMONSTRATION PROJECT.

Section 3 of the Charitable Assistance and Food Bank Act of
1987 (Public Law 100-232; 7 U.S.C. 612c note) is repealed.
SEC. 1073. HUNGER PREVENTION PROGRAMS.

The Hunger Prevention Act of 1988 (Public Law 100-435; 7
U.S.C. 612c¢ note) is amended—
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(1) by striking section 110;
(2) by striking subtitle C of title II; and
(3) by striking section 502.

SEC. 1074. REPORT ON ENTITLEMENT COMMODITY PROCESSING.

Section 1773 of the Food, Agriculture, Conservation, and Trade
Act of 1990 (Public Law 101-624; 7 U.S.C. 612¢ note) is amended
by striking subsection (f).

Subtitle C—Electronic Benefit Transfer
Systems

SEC. 1091. PROVISIONS TO ENCOURAGE ELECTRONIC BENEFIT
TRANSFER SYSTEMS.
Section 904 of the Electronic Fund Transfer Act (15 U.S.C.
1693b) is amended—

(1) by striking “(d) In the event” and inserting “(d) APPLI-
CABILITY TO SERVICE PROVIDERS OTHER THAN CERTAIN FINAN-
CIAL INSTITUTIONS.—

“(1) IN GENERAL.—In the event”; and

(2) by adding at the end the following new paragraph:

“(2) STATE AND LOCAL GOVERNMENT ELECTRONIC BENEFIT
TRANSFER PROGRAMS.—

“(A) EXEMPTION GENERALLY.—The disclosures, protec-
tions, responsibilities, and remedies established under this
title, and any regulation prescribed or order issued by the
Board in accordance with this title, shall not apply to any
electronic benefit transfer program established under State
or local law or administered by a State or local govern-
ment.

“(B) EXCEPTION FOR DIRECT DEPOSIT INTO RECIPIENT’S
ACCOUNT.—Subparagraph (A) shall not apply with respect
to any electronic funds transfer under an electronic benefit
transfer program for deposits directly into a consumer ac-
count held by the recipient of the benefit.

“(C) RULE OF CONSTRUCTION.—No provision of this
paragraph may be construed as—

“(i) affecting or altering the protections otherwise
applicable with respect to benefits established by Fed-
eral, State, or local law; or

“(ii) otherwise superseding the application of any
State or local law.

“(D) ELECTRONIC BENEFIT TRANSFER PROGRAM DE-
FINED.—For purposes of this paragraph, the term ‘elec-
tronic benefit transfer program’—

“(i) means a program under which a government
agency distributes needs-tested benefits by establish-
ing accounts to be accessed by recipients electronically,
such as through automated teller machines, or point-
of-sale terminals; and

“(ii) does not include employment-related pay-
ments, including salaries and pension, retirement, or
unemployment benefits established by Federal, State,
or local governments.”.



TITLE I—COMMITTEE ON AGRICULTURE

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,
Washington, DC, June 13, 1996.

Hon. JoHN KASICH,
Chairman, Committee on the Budget, Cannon House Office Build-
ing, Washington, DC.

DEAR CHAIRMAN KASICH: I am transmitting herewith the results
of the Committee on Agriculture’s consideration of recommenda-
tions with respect to the reconciliation bill for fiscal year 1997, pro-
vided for under H.Con.Res. 178, the Concurrent Resolution on the
Budget—Fiscal Year 1997.

The instructions to this committee contained in H.Con.Res. 178,
section 201(b)(1) from the Budget Committee (H. Rept. 104—612) re-
lated to “changes in laws within its [the Committee on Agri-
culture’s] jurisdiction that provide direct spending,” especially the
Food Stamp Act of 1977 and commodity distribution programs and
the enclosed recommendations comply with those instructions.

A considerable number of hearings were held in 1995 and 1996
with respect to welfare reform, and more particularly with respect
to food stamp and commodity distribution program reforms within
the jurisdiction of this committee. There were also innumerable
discussions, briefings, et cetera among the members of the commit-
tee, representatives the U.S. Department of Agriculture, groups
representing food stamp recipients, representatives of the National
Governors Conference, retailers of food, religious and other chari-
table institutions, and other groups with an interest in the food
stamp and commodity distribution programs.

After H.R. 4, the “Personal Responsibility Act of 1995” was ve-
toed by the President January 9, 1996, work commenced on what
was to become H.R. 3507, the “Personal Responsibility and Work
Opportunity Act.” Title X and related food stamp and commodity
distribution program provisions of H.R. 3507 are essentially the
same as they were in H.R. 4 approved by the House of Representa-
tives on December 21, 1995, by a vote of 245 to 178—with one sig-
nificant exception. The food stamp funding cap is eliminated in
these recommendations as a concession to, and at the request of,
the National Governor’s Conference, the Clinton administration
and the Secretary of Agriculture.

The committee’s recommendations contain reforms that meet its
instructions set forth in H.Con.Res. 178 and in addition represent
sound food stamp policy. The recommendations with respect to the
reform of the Food Stamp Program retain the program as a Federal
safety net; permit States to harmonize their assistance to families
with dependent children (AFDC) and Food Stamp Programs; end
all automatic spending increases, except for annual increase in food
benefits; require able-bodied persons without dependents to work,
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and in addition there are increased penalties for trafficking and
fraud.

The Staff of the Committee on Agriculture has reviewed the text
of H.R. 3507 and has worked in cooperation with the other commit-
tee of jurisdiction in drafting language contained in H.R. 3507 as
it relates to provisions within this committee’s jurisdiction. The fol-
lowing provisions of H.R. 3507 have been identified as within the
Committee on Agriculture’s jurisdiction:

TITLE I—BLOCK GRANTS FOR TEMPORARY ASSISTANCE
FOR NEEDY FAMILIES

Food stamp recipients who receive cash benefits under a program
established by the State under the Temporary Assistance for Needy
Families Block Grant (TANF) established in section 103 may be is-
sued food stamp benefits in accordance with the rules and proce-
dures established by the State under TANF.

Food stamp recipients who participate in the program estab-
lished by the State under TANF will be required to meet the work
requirements of the program established by the State under TANF.

TITLE II—SUPPLEMENTARY SECURITY INCOME

To the extent that the changes in this title affect eligibility of in-
dividuals for Supplemental Security Income, it affects the categor-
ical eligibility of such individuals for the Food Stamp Program.

TITLE III—CHILD SUPPORT

To the extent that provisions relating to the establishment of pa-
ternity affect the eligibility of persons receiving benefits under the
program established by the State under TANF, food stamp recipi-
ents TANF could be affected.

TITLE IV—RESTRICTING WELFARE AND PUBLIC BENEFITS
FOR ALIENS

Section 401 prohibits illegal aliens from receiving any Federal
means-tested benefits, including food stamps.

Section 403 prohibits legal aliens, with certain exceptions, from
receiving food stamps;

TITLE IX—CHILD NUTRITION PROGRAMS

To the extent that provisions relating to providing commodities
under the Child Nutrition Programs could be affected.

TITLE XI—MISCELLANEOUS PROVISIONS

Section 1105 allows States to consider the income and resources
of an alien ineligible for food stamps when determining the eligi-
bility of a household for food stamps.

Section 1110 exempts State and local governments from liability
under the Electronic Fund Transfer Act as it relates to the oper-
ation of electronic benefits transfer systems established by a State
to issue benefits under the Food Stamp Program or any other pro-
grams.
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The Committee on Agriculture preserves its jurisdictional prerog-
atives as to such other provisions as further examination may dis-
close to be within its jurisdiction.

During the markup of these recommendations, the ranking mi-
nority member, Congressman E (Kika) de la Garza, offered a sub-
stitute amendment that was for the most part the administration’s
food stamp proposal (not introduced in the House as a bill and S.
1841 in the Senate). A comparison of Mr. de la Garza’s substitute
with title X, et cetera, of H.R. 3507 reflects that approximately 55
percent of the number of food stamp reforms in H.R. 3507 are iden-
tical to those in the substitute and 72 percent of the food stamp
reforms in H.R. 3507 are identical or similar to those in the sub-
stitute. The CBO preliminary cost estimate for reductions in food
stamp and related spending for the substitute is $18.4 bill in
whereas it is $23 billion for those in H.R. 3507.

Several other amendments were offered during markup, some of
which were adopted, others withdrawn, and several failed adoption.

The committee’s markup of H.R. 3507 commenced June 11 and
was completed at 1:30 p.m., June 13, 1996.

I am enclosing a hard copy of the committee’s recommendations
on title X and related provisions of H.R. 3507 that achieve the
budget reductions as contained in the instructions contained in
H.Con.Res. 178 and as requested in your letter of June 12, 1996.
There is also enclosed a hard copy of the Section-by-Section Analy-
sis of the recommendations, as well as a Word Perfect 6.0 disk
thereof. Final Congressional Budget Office cost estimates are not
yet available and will be forwarded upon receipt but no later than
June 17th. Minority views, if any; a hard copy of the Ramseyer;
and the remainder of the contents of the report filed pursuant to
Rule XI of the Rules of the House, including the Brief Explanation,
Committee Consideration, the Purpose and Need, et cetera for the
committee’s recommendations will also be forwarded when avail-
able, but not later than Monday, June 17th.

Sincerely,
PAT ROBERTS, Chairman.
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BRIEF EXPLANATION

The Food Stamp Reform and Commodity Distribution Act of
1996, as amended by the House Committee on Agriculture, is de-
signed to reform and simplify the Food Stamp Program and to im-
prove the Commodity Distribution Programs of the Department of
Agriculture, and for other purposes.
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SUBTITLE A—FOOD STAMP PROGRAM

(1) reauthorizes and reforms the Food Stamp Program;

(2) allows States to harmonize Food Stamp Program rules
with those of the State Aid to Families with Dependent Chil-
dren program for those receiving benefits from both programs;

(3) provides for an annual increase in food stamp benefits,
based on 100 percent of the thrifty food plan;

(4) keeps certain income deductions at fiscal year 1996 lev-
els;

(5) keeps the threshold ($4,600) above which the fair market
value of vehicles is counted as an asset in determining food
stamp eligibility at the fiscal year 1996 level;

(6) requires able-bodied individuals between the ages of 18
and 50, with no dependents, to work at least 20 hours a week
or participate in a State program for 4 months out of every 12
month period in order to continue to receive food stamps;

(7) allows States to use food stamps in work supplementation
or support programs where participants have the opportunity
to achieve practical work experience;

(8) increases penalties for trafficking and fraud;

(9) provides that the same penalty for individuals failing to
comply with the rules of a State welfare program would apply
to food stamps;

(10) encourages States to implement electronic benefit trans-
fer (EBT) systems;

(11) provides States with the option to operate the Food
Stamp Program under a block grant if EBT operates statewide,
or if the rate of error is reduced to acceptable levels, or if a
State pays that part of the food stamp errors over acceptable
levels.

SUBTITLE B—COMMODITY DISTRIBUTION PROGRAMS

(1) consolidates USDA commodity distribution programs into
one consolidated program, the emergency food assistance pro-
gram (TEFAP);

(2) provides $300 million annually, beginning in fiscal year
1997, to purchase, process, store, and distribute commodities;

(3) establishes guidelines for allocation of commodities
among States, supplementation of commodities, and eligibility
standards.

(4) requires the Secretary of Agriculture to take precautions
to ensure that commodities made available do not displace
commercial sales.

SUBTITLE C—ELECTRONIC BENEFIT TRANSFER SYSTEMS

(1) Exempts EBT systems that provide for distribution of
means-tested benefits in States from the Regulation E require-
ments.
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PURPOSE AND NEED
A. REFORM OF THE FOOD STAMP PROGRAM

Food Stamp Program

The Food Stamp Program began as pilot projects in 1961, by
Presidential Executive Order under the authority to spend funds in
order to support agriculture. In 1964, the administration proposed
and Congress passed the Food Stamp Act. Eligibility standards
were set by States, cities, and counties and they could choose to op-
erate a Food Stamp Program or a food distribution program. As is
the case now, the benefits were paid by the Federal Government.
In 1971, uniform, national eligibility standards were set by Con-
gress and the food stamp benefit was adjusted to reflect increases
due to inflation. By 1975, amendments to the Food Stamp Act were
adopted requiring that if the Food Stamp Program was in oper-
ation in any place in a State, it must be offered statewide. By this
time the food distribution program was all but phased out.

In 1979, the Food Stamp Act of 1977 took effect, replacing the
1964 Act. The purchase requirement, through which participants
had to pay a portion of their income, representing the expected con-
tribution to their food costs, in order to receive a larger amount of
food stamps, was eliminated. Because this action was determined
to increase participation in the Food Stamp Program, Congress
coupled this with restrictions on eligibility and benefits. The
amount that could be spent on the Food Stamp Program was spe-
cifically limited through authorization ceilings. Nevertheless, the
costs of the Food Stamp Program grew considerably. Congress
acted to limit the growth through annual, rather than semi-annual
inflation adjustments and established fiscal penalties for States
with high rates of error. In 1981, the Food Stamp Program again
was changed. Inflation adjustments were limited and the income
eligibility standard was set at 130 percent of the poverty level. The
growth of the program was slowed.

In 1984 and 1985, previous limitations were restored and bene-
fits were increased. Further, in 1988, a 3 percent addition to the
maximum food stamp benefit was enacted and benefits were fur-
ther increased. Since that time the costs of the Food Stamp Pro-
gram have continued to grow, due both to changes in the law, spe-
cifically the Omnibus Budget Reconciliation Act of 1993, and as a
result of the automatic adjustments in several of the food stamp
deductions and in the thrifty food plan.

Food Stamp Program costs

Average monthly
Year Spending (in billions) participation
(in millions)

1984 $12.4 224
1985 12.5 214
1986 12.5 20.9
1987 12.5 20.6
1988 13.2 20.0
1989 13.8 20.2
1990 16.4 21.5
1991 19.7 241
1992 23.5 26.9
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Average monthly
Year Spending (in billions) participation
(in millions)

1993 247 284
1994 25.6 28.9
1995 25.6 28.0
19961 26.4 21.5

! Estimate.

Source: U.S. Department of Agriculture (includes benefits, State administrative costs, and other program costs for the Food Stamp Program
and nutrition assistance to Puerto Rico and the Northern Marianas).

Limiting automatic increases

The committee believes it is time to limit the automatic increases
built into the Food Stamp Program. Therefore, the committee has
stopped the automatic indexing of the standard deduction, the ex-
cess shelter deduction, and the homeless shelter allowance. The
committee has provided for an annual increase in the thrifty food
plan, the basis of food stamp benefits, based on 100 percent of the
thrifty food plan, rather than the 103 percent of the thrifty food
plan now in place.

Basic food stamp benefits are currently indexed each year to re-
flect the changes in the cost of the thrifty food plan. The annual
increase in the thrifty food plan will continue to be automatically
indexed, and will be set at 100 percent of the thrifty food plan.

The food stamp standard deduction ($134 per month) will con-
tinue at the fiscal year 1996 level. The food stamp excess shelter
deduction ($247 per month) will continue at the fiscal year 1996
level. The food stamp homeless shelter deduction, now set by regu-
lation at $143 per month, will continue at the fiscal year 1996
level.

The standard deduction was introduced in the 1977 Food Stamp
Act and it was to be adjusted based on increases in the Consumer
Price Index for nonfood items. It was established to take the place
of itemized deductions. The current excess shelter deduction was
also introduced in the 1977 Food Stamp Act (the earlier program
included a shelter deduction that was more generous than that in-
cluded in the 1977 Act). The deduction provides flexibility for fami-
lies subject to varying weather conditions and for increased rents.
Shelter expenses, including utilities, to the extent they exceed 50
percent of a family’s net income, after all other deductions, can be
deducted as a shelter cost, up to a maximum. The 1993 Budget
Reconciliation Act increased this deduction and eliminated the ceil-
ing after fiscal year 1996.

Other deductions that are available to food stamp families in-
clude a deduction of 20 percent of earnings in recognition of taxes
and work related expenses; dependent care expenses related to
work or training up to $200 for children under the age of 2 years
and $175 per month for all other dependents; medical expense de-
duction for elderly or disabled food stamp participants, to the ex-
tent medical expenses exceed $35 per month, per person; and for
the elderly and disabled an unlimited excess shelter expenses de-
duction is allowed. These deductions are not changed in the com-
mittee bill.
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Vehicle allowance

The fair market value of vehicles is counted as an asset in deter-
mining food stamp eligibility, to the extent the value exceeds
$4,600 (total assets cannot exceed $2,000 or $3,000 for elderly per-
sons). The $4,600 threshold is scheduled to rise to $5,000 in Octo-
ber 1996, and then be indexed for inflation. Also, the value of vehi-
cles used to transport a food stamp household’s fuel or water, if
that is the primary source of fuel or water, is not counted in deter-
mining the total assets of a household. The October 1996, increase,
and the indexing of the threshold are repealed.

The Omnibus Budget Reconciliation Act of 1993 expanded and
indexed the fair market value of vehicles that can be owned by food
stamp participants. The committee believes this is another example
of indexing in the Food Stamp Program that can result in uncon-
trolled cost escalation.

Current food stamp law provides that certain vehicles are not
counted at all in calculating eligibility for food stamp benefits.
These vehicles include those used to produce income; necessary for
long distance travel for migrant and seasonal workers; used for
subsistence hunting or fishing; or needed for a physically disabled
person. The fair market value of other vehicles is calculated and
to the extent that value exceeds $4,600, the amount over $4,600 is
attributed toward the resource limit of $2,000. Therefore a family
could have a vehicle with a fair market value of $6,600, if there are
no other liquid assets, and still retain eligibility for food stamps.
Additionally, if a family has more than one vehicle, each valued
under $4,600, eligibility for food stamps will not be affected.

Simplified Food Stamp Program

The committee has determined that the Food Stamp Program
will remain at the Federal level. Reform of the Aid to Families with
Dependent Children (AFDC) program and other welfare programs
will constitute significant changes in the provision of welfare. Until
States have completed the transition to the reformed programs,
food stamps should remain a Federal program, reformed, but still
available to persons in need of food.

The committee believes it is essential to provide States with the
ability to harmonize their new welfare program with the Food
Stamp Program and has therefore provided States with consider-
able latitude to accomplish this task. Over the past several years
many efforts have been made to allow States this option. Dem-
onstration projects have been authorized, with some more success-
ful than others. The 1981 Food Stamp and Commodity Distribution
Amendments and the 1990 farm bill authorized demonstration
projects to test various forms of a simplified process to determine
eligibility and benefits for AFDC and food stamps.

The 1981 Simplified Application Demonstration Projects tested
how different levels of standardization and simplification affect
benefits, administrative costs, and errors in the Food Stamp Pro-
gram. The demonstration projects centered on food stamp partici-
pants who also receive AFDC, Supplemental Security Income (SSI),
and/or Medicaid. These simplified programs operated in Illinois,
California, and Oklahoma. In Illinois, program simplification en-
tailed assigning food stamp benefits to AFDC households based on
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standard benefit tables under which all households within certain
categories receive the same food stamp allotment. Three other dem-
onstration sites adopted more limited forms of simplification. San
Diego and Fresno Counties in California used AFDC income defini-
tions for the Food Stamp Program. Oklahoma standardized the
gross income level used to calculate food stamp benefits for house-
holds at the maximum AFDC payment for the households plus the
household’s “$30 plus 13” AFDC earned income disregard. The
demonstration projects authorized by the 1990 farm bill were not
implemented. Three other States have implemented projects with
similar characteristics, Alabama, Minnesota, and Washington.

The 1990 farm bill also established a Welfare Simplification and
Coordination Advisory Committee. The members of that advisory
committee were experts in the fields of public assistance programs,
including food stamps, AFDC, medical assistance and housing pro-
grams and had demonstrated expertise in evaluating the operation
of these programs and the interaction of these programs with one
another. Representatives of State and local administrators and re-
cipients were included as well. In June 1993, the advisory commit-
tee issued its report and recommended the replacement of the “nu-
merous programs that currently serve the needy with one, family-
focused, client-oriented, comprehensive program.”

The committee believes it is time to provide States with the op-
tion of harmonizing their new AFDC program with the Food Stamp
Program for those participants receiving assistance from both pro-
grams. The Food Stamp Program is reformed to make it possible
for States to harmonize the eligibility and benefit determination
standards for the new program and food stamps. States will have
the option to establish one set of benefit rules for families applying
for the new program and for food stamps. Penalties applied by the
State program rules for work and program compliance will not re-
sult in an increase in food stamp benefits. States will be able to
choose to apply the same penalties to food stamp benefits as are
applied to other State welfare programs work and compliance re-
quirements.

States will be able to define and count income and expenses for
food stamp benefit purposes in the same way they do in their State
program. They will be able to simplify rules, provide standard ben-
efits varied by household size, area of residence, or other factors.
The same procedural rules can be used for the State program and
for food stamps (reporting of income, changes in household cir-
cumstances, verification standards) as long as a State provides no-
tice of changes in benefits and a fair hearing process.

The committee intends that USDA can refuse to approve a State
food stamp simplification plan only if it is judged to increase Fed-
eral food stamp costs or fails to include adequate notice and fair
hearing rights and certain other provisions of current food stamp
law.

The Federal Government operates a multitude of assistance pro-
grams which are under the jurisdiction of different Federal agen-
cies and in some cases different State and local agencies. For major
income and food assistance programs, this lack of coordination and
resolution of the differences among programs is troublesome. The
committee considers the simplified Food Stamp Program a first
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step in the process of coordination. Further steps will be considered
as the States continue the process of implementing reform of the
overall welfare system.

Work requirements and program options in the Food Stamp Pro-
gram

The committee believes that able-bodied participants with no de-
pendents, between the ages of 18 and 50 years, must be required
work or be in a training program. These persons will be ineligible
for food stamps after 4 months, out of a 12 month period, unless
they are employed at least 20 hours per week in a job; are in a
training program for at least 20 hours per week, or participate in
workfare.

The committee intends that, for 20 hours per week, able-bodied
persons between the ages of 18 and 50, with no dependents, should
be working; be in a program under the Job Training Partnership
Act; be in a program under the Trade Adjustment Act; or be in a
program of employment and training that meets the standards set
by the Governor. These persons may also meet the work require-
ment by participating in workfare programs.

The committee understands that there may be instances in
which high unemployment rates in all or part of a State or other
specified circumstances may limit the jobs available for able-bodied
food stamp participants between 18 and 50 years with no depend-
ents. Therefore the Secretary, upon request from a State, is pro-
vided with the authority to waive job requirements in these cir-
cumstances or if unemployment rates are above 10 percent. The
committee intends that the Secretary, in exercising this authority,
will provide the Agriculture Committees of the House of Represent-
atives and the Senate with the rationale for such a decision.

The committee has provided States with new money (food stamp
benefits) to give employers who would, in turn, pay it, in lieu of
food coupons, to food stamp recipients to participate in work
supplementation or support programs. Such programs include
those in which public assistance benefits, including food stamps,
are provided to employers who hire public assistance recipients.
The benefits pay part of the wages. These programs must meet
standards set by the Secretary. Several States, including Oregon
and Mississippi, have indicated interest in these types of work pro-
grams. The committee expects that the Secretary will keep the
committee informed at regular intervals as to the progress of these
work supplementation or support programs.

Food Stamp Program integrity

The incidence of fraud and the resulting losses to the Food
Stamp Program are steadily increasing as the number of Food
Stamp Program participants and the total value of benefits re-
ceived increase. In fiscal year 1996, it is estimated that the Food
Stamp Program will cost over $26 billion and food stamp benefits
will be issued to a monthly average of more than 27 million recipi-
ents.

Fraud occurs in the Food Stamp Program in three different ways.
The first method of fraud is in the certification and issuance of ben-
efits. USDA estimates that $1.8 billion in food stamp benefits were
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overissued to recipients in fiscal year 1994. Of this total, about
$414 million was issued to recipients as a result of fraud. The rest
was the result of unintentional recipient error and caseworker
error.

Recipient fraud varies from the intentional under-reporting of in-
come or inflation of household expenses to elaborate schemes in-
volving the creation of false documents and fictitious identities. The
committee heard testimony describing a recent incident in the
State of Washington in which two State welfare caseworkers and
a refugee counselor were engaged in a scheme to fraudulently ob-
tain social security and food stamp benefits for at least 300 refu-
gees. The false food stamp applications were prompted by the refu-
gee counselor and the caseworkers, who took kickbacks from the
refugees in return for their being certified to receive benefits.

The second method of fraud is street trafficking in food stamp
coupons. Street trafficking involves a person who sells, purchases,
or barters food stamps for cash or other nonfood items. In many
communities, food stamps have become a second currency. The
committee heard reports and witnessed undercover video footage of
food stamps being traded for cash, drugs, guns, and a stolen car.

The committee also heard reports that it was not uncommon for
food stamp traffickers to be a part of other criminal enterprises,
such as theft and fencing rings or drug trafficking operations. In
Smithfield, North Carolina, OIG agents and other law enforcement
officers successfully penetrated an organized drug trafficking ring
that was transporting large quantities of “crack” cocaine from Flor-
ida to Smithfield. During the investigation, OIG documented mem-
bers of the gang exchanging cocaine on numerous occasions for over
$23,000 in food stamps. In Los Angeles, an undercover OIG agent
contacted a street trafficker who agreed to buy $30,000 in food
stamps from the agent. A subsequent search of the trafficker’s resi-
dence and automobile uncovered an additional $82,000 in food
stamps that had been improperly acquired from recipients.

The third method of fraud is retail food store and wholesale food
concern trafficking. USDA is responsible for authorizing retail food
stores and wholesale food concerns to redeem food stamps. Cur-
rently, over 207,000 retail food stores and wholesale food concerns
are authorized to redeem food stamps. Each year, about 30,000 new
entities apply for authorization. Also, each year about 30,000 enti-
ties are disqualified or become ineligible to redeem food stamps.
Approximately 77 percent of all food stamps are redeemed by su-
permarkets which comprise only about 15 percent of all authorized
entities. USDA has found that most retail trafficking occurs in
smaller food stores and in other retail entities whose business is
not primarily food sales. During fiscal year 1994, USDA compliance
investigators reviewed 4,300 entities authorized to redeem food
stamps. Of these entities, 1,300 were found to have committed vio-
lations serious enough to warrant sanctions, including 902 entities
which were trafficking in food stamps.

While neither USDA, OIG, nor GAO can provide an estimate
with any certainty as to the amount of food stamp trafficking that
occurs each year, trafficking in food stamps is believed by OIG to
exceed $1 billion each year. Clearly, the number of trafficking in-
vestigations involving multi-million dollar food stamp trafficking
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operations and the organization with which such operations are op-
erating is on the rise. The committee heard testimony of a case in
Brooklyn, New York, in which investigators found an individual
who had obtained authorization to redeem food stamps from USDA
for a fictitious retail store. In a 22-month period, this fictitious
store illegally accepted more than $40 million in food stamps from
over 600 restaurants, retail stores, and other businesses. In 1
month alone, this fictitious store illegally redeemed over $4.7 mil-
lion in food stamps, nearly 5 percent of all food stamps redeemed
that month in New York City.

Electronic benefit transfer systems (EBT) systems have the po-
tential to reduce but not eliminate trafficking and fraud in the
Food Stamp Program. EBT has the potential to severely curtail
street trafficking because such systems can only be used in con-
junction with an authorized point-of-sale terminal at an authorized
retail food store or wholesale food concern. EBT, however, is still
susceptible to trafficking and fraud by retail food stores and whole-
sale food concerns. The committee heard testimony from OIG de-
tailing a trafficking operation using EBT in Baltimore, Maryland,
in which two small retailers at an indoor market trafficked over
$1.2 million in food stamp benefits. EBT data, however, assists in-
vestigators in detecting traffickers and provides evidence assisting
in their prosecution. Additionally, EBT provides investigators with
detailed records identifying recipients who traffic in food stamps
and assists in prosecuting or disqualifying these individuals.

To combat recipient fraud, the committee believes that the dis-
qualification periods for recipients for intentional program viola-
tions should be increased from 6 months to 1 year for the first of-
fense and increased from 1 year to 2 years for the second offense.
To combat recipient trafficking, the committee believes that recipi-
ents who are convicted of trafficking food stamps with a value of
over $500 should be permanently disqualified from the program.
Additionally, the committee believes that States should be required
to participate in the Federal Tax Refund Offset Program to collect
outstanding food stamp claims. Also, existing authority for States
to collect overissued food stamp benefits is greatly expanded.

To combat trafficking by retail food stores and wholesale food
concerns, the committee believes that USDA, or an agent of USDA,
should visit each retail food store or wholesale food concern, or may
elicit the assistance of State or local agency before granting author-
ization to redeem food stamps. The committee believes that initial
authorization should be for a limited period and that retail food
stores and wholesale food concerns should be prohibited from sub-
mitting a new application for 6 months after a denial of an applica-
tion for authorization to redeem food stamps. The committee be-
lieves that where an authorized retail food store or wholesale food
concern is permanently disqualified, such disqualification should be
effective from the date of receipt of the notice of disqualification
pending any administrative or judicial review. The committee also
believes that a retail food store or wholesale food concern disquali-
fied from the Special Supplemental Food Program for Women, In-
fants, and Children also should be disqualified from the Food
Stamp Program during such disqualifications. Finally, the commit-
tee believes that all property used to traffic in food stamps and pro-
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ceeds traceable to any property used to traffic in food stamps
should be subject to criminal forfeiture.

B. COMMODITY DISTRIBUTION PROGRAMS

Two commodity distribution programs are consolidated to provide
for greater program efficiency and the amount of money provided
for the new consolidated program is increased so that food will con-
tinue to be provided to needy families. Commodity distribution pro-
grams provide help directly to families at the local level through
churches, soup kitchens and food banks. Other community organi-
zations that provide help through the donation of food include bat-
tered women’s shelters, homeless shelters and food pantries. The
food provided through commodity distribution programs is often
matched and exceeded by contributions from private sector sources,
such as grocery stores, food processors and manufacturers, and
farmers.

USDA currently operates several commodity distribution pro-
grams, two of which are consolidated into one program, thereby es-
tablishing one administrative structure. The essential nature of the
programs is maintained. Persons and organizations operating food
banks, soup kitchens, and other similar operations will continue to
receive Federal commodities and administrative funds. The purpose
of the consolidated program is to provide wholesome food for needy
people and to assist farmers through the donation of federally pur-
chased and donated commodities. This program will provide whole-
some, nutritious food to needy families in temporary need due to
emergencies or natural disasters or as a supplement to other pro-
grams.

The following programs are consolidated to provide food for dis-
tribution to needy individuals and families:

The Emergency Food Assistance Program (TEFAP)—State and
local emergency feeding organizations receive federally donated
commodities (some purchased and some surplus commodities) and
administrative funding. Assistance varies with the availability of
commodities but all States operate TEFAP. TEFAP began in De-
cember 1981. Congress authorized the program in 1983 and it is
currently authorized through 2002.

The Soup Kitchen and Food Bank Program.—This program pro-
vides for the purchase and distribution of commodities to soup
kitchens and food banks, with priority given to those organizations
providing meals for homeless people. It was initiated in the 1988
Hunger Prevention Act. The 1990 Farm Bill reauthorized this pro-
gram at an authorized level of $32 million for 1991 and $40 million
for the following years.

Other programs proving commodity assistance to needy persons
and families include:

Assistance for summer camps and charitable institutions.—The
Secretary of Agriculture has the discretion to provide commodities
to charitable institutions and summer camps. Surplus commodities
are provided when no other outlet is available. The types of organi-
zations receiving commodities are churches, orphanages, correc-
tional institutions, homes for elderly and hospitals. Only nonprofit,
tax-exempt organizations and correctional facilities that offer reha-
bilitation services are eligible.
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Commodity Supplemental Food Program (CSFP).—CSFP began
in 1968 as a program for supplemental food for women, infants,
and children. In 1981 it was expanded to include elderly persons.
Foods are purchased directly by USDA are distributed through
State and local agencies. Approximately 400,000 people are pro-
vided benefits, half elderly and half women, infants and children.
This program operates in 20 States with a total of 60 CSFP sites.

Commodity distribution programs serve several purposes. They
provide food assistance directly to children, the elderly, the needy,
the homeless and women and children at nutrition risk. They help
farmers by providing the bounty of nutritious food to others in
need. They also enable the Federal Government to dispose of com-
modity holdings that might otherwise be wasted.

The committee believes that commodity distribution programs
are essential and are the first line of defense so that communities
can help families in immediate need without the bureaucratic red
tape required by other food assistance programs. Therefore the
committee requires that the Secretary annually purchase $300 mil-
lion of commodities to distribute through the consolidated commod-
ity distribution program (TEFAP) beginning in fiscal year 1997.

C. ELECTRONIC BENEFIT TRANSFER (EBT) ENCOURAGEMENT

The committee believes that EBT systems, in which food stamp
benefits are provided through a debit card system instead of cou-
pons, is the preferred choice of delivering food benefits. The Inspec-
tor General of USDA, in his testimony of February 1, 1995, before
the committee, made it clear that EBT systems, while not eliminat-
ing trafficking in food stamps, were superior to coupons and a tool
that can be used in tracking down persons abusing the Food Stamp
Program.

For more than 10 years USDA, at the direction of Congress, has
been investigating the feasibility, cost-effectiveness, and general
impact of using an electronic benefit transfer (EBT) system to issue
food stamp benefits. Paper coupons are replaced and recipients use
a debit-like card at the grocery store check-out. Counties in several
States, including Pennsylvania, Minnesota, New Mexico, and New
Jersey have implemented EBT and Maryland, Texas, Utah, and
South Carolina have EBT systems statewide.

USDA has found that EBT administrative costs are lower than
coupon issuance costs; that food stamp benefit loss and trafficking
are reduced; grocery store costs are reduced; food stamp partici-
pants prefer EBT; and financial institutions also prefer EBT and
their costs are reduced.

Law enforcement officials have spoken in favor of EBT because
it provides an electronic trail of abuses in the program. Trafficking
is not eliminated under an EBT system; however, incidental street
trafficking is reduced considerably.

The committee bill encourages States to go forward with EBT
and allows them to design their own program, under the standards
of USDA.

The committee is concerned that because of the standards adopt-
ed by the Federal Reserve Board in 1994 governing its Regulation
E, and which become effective in March of 1997, States are receiv-
ing conflicting messages on implementation of EBT systems for the
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Food Stamp Program. The committee stresses its encouragement of
the advancement of EBT systems and is concerned that the in-
creased liability and higher administrative costs under the Federal
Reserve Board’s 1994 decision may retard progress. Therefore Reg-
ulation E will not apply to means-tested programs, including the
Food Stamp Program.

To further encourage adoption of EBT systems, once a State has
implemented EBT on a statewide basis, that State will have the op-
tion of operating a Food Stamp Program under a block grant. Food
stamp EBT benefits will be redeemable only for food.

SECTION-BY-SECTION
SUBTITLE A—FOOD STAMP PROGRAM

Section 1001. Short title

This title is cited as the Food Stamp Reform and Commodity Dis-
tribution Act of 1996.

Section 1011. Definition of a certification period

Food stamp certification periods cannot exceed 12 months. States
are allowed to establish certification periods of up to 24 months for
households with members that are elderly or disabled. States must
have at least one contact with the household every 12 months.

Section 1012. Definition of coupon

The definition of a “coupon” is revised to include authorization
cards, cash, or checks issued in lieu of coupons and “access devices”
for electronic benefit transfer systems. This expands the types of
items to which trafficking penalties apply.

Section 1013. Treatment of children living at home

Parents and their children 21 years of age or younger living to-
gether (current law), including children who are parents living with
their children and children who are married and living with their
spouses, must apply for food stamps as a single household.

Section 1014. Optional additional criteria for separate household
determinations

States are allowed to set criteria that prescribe when individuals
living together, and otherwise would be allowed to apply for food
stamps as a separate household, must apply as a single household.

Section 1015. Adjustment of thrifty food plan

The maximum monthly food stamp benefits are set at 100 per-
cent of the cost of the thrifty food plan, effective October 1, 1996,
and adjusted annually, as under existing law. The October 1, 1996,
adjustment will not reduce maximum benefit levels.

Section 1016. Definition of homeless individual

Persons whose primary residence is a temporary accommodation
in the home of another may only be considered homeless if the ac-
commodation is for no more than 90 days.
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Section 1017. State option for eligibility standards

States are allowed, as provided in other sections of this Act, to
set nonuniform standards of food stamp eligibility.

Section 1018. Earnings of students

The earnings of an elementary/secondary student must be count-
ed as income for food stamp purposes once the student is 20 years
or older.

Section 1019. Energy assistance

State and local energy assistance payments will be considered as
income in the Food Stamp Program. A one-time payment under a
Federal or State law for the costs of weatherization or emergency
repair of heating or cooling devices will not be considered as in-
come. Benefits paid under the low income home energy assistance
program (LIHEAP) and HUD utility allowances will be considered
as income. Payments made by LIHEAP or any other energy assist-
ance program counted as income, whether paid directly or indi-
rectly, are considered an out-of-pocket expense and the household
may receive a shelter expense deduction for utility costs.

Section 1020. Deductions from income

The standard deduction will continue at the fiscal year 1996 level
($134/month for the 48 States and the District of Columbia, $229
for Alaska, $189 for Hawaii, $269 for Guam, and $118 for the Vir-
gin Islands).

An earned income deduction will not be allowed for any income
not reported in a timely manner (the deduction is not allowed in
determining the amount of any overissued food stamp benefits) and
will be denied for the public assistance portion of income earned
under a work supplementation/support program.

The homeless shelter allowance is set at the October 1995 level
of $143/month. This allowance must be used in establishing home-
less households’ excess shelter expense deduction when they do not
receive free shelter throughout the month. States may prohibit use
of the allowance for households with extremely low shelter costs.

The excess shelter deduction is set at the October 1995 level
($247/month for the 48 States and the District of Columbia, $429
for Alaska, $353 for Hawaii, $300 for Guam, and $182 for the Vir-
gin Islands).

Section 1021. Vehicle allowance

The threshold above which the fair market value of a vehicle is
counted as an asset for determining eligibility for the Food Stamp
Program is set at $4,600.

Section 1022. Vendor payments for transitional housing counted as
income

Payments from regular welfare benefits made on behalf of house-
holds in transitional housing are no longer disregarded as income.
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Section 1023. Doubled penalties for violating Food Stamp Program
requirements

The disqualification penalty for the first intentional violation of
program requirements in increased to 1 year. The disqualification
penalty for the second intentional violation (and the first violation
involving trading of a controlled substance) is increased to 2 years.

Section 1024. Disqualification of convicted individuals

Persons convicted of trafficking in food stamp benefits, where the
benefits trafficked have a value of $500 or more, are permanently
disqualified from the Food Stamp Program.

Section 1025. Disqualification

This section adds to the current rules governing disqualification
for violation of work and employment/training requirements. Exist-
ing provisions for disqualification (job refusal and failure to partici-
pate in an employment/training program) are expanded to make in-
eligible (1) individuals refusing without good cause to provide suffi-
cient information to allow a determination of employment status or
job availability; (2) all individuals who voluntarily and without
good cause quit a job; and (3) individuals who voluntarily and with-
out good cause reduce their work effort and, after the reduction,
are working less than 30 hours per week.

If any individual who is the head of the household is disqualified
under a work rule, the entire household, at the option of a State,
will be ineligible for the lesser of the duration of the individual’s
ineligibility or 180 days.

New mandatory minimum work disqualification periods are set.
For the first violation, individuals will be ineligible until the later
of the date the work rules are fulfilled, for 1 month, or a period
to be determined by the State but not to exceed 3 months. For the
second violation, individuals will be ineligible until the later of the
date they fulfill the work rules, for 3 months, or a period to be de-
termined by the State but not to exceed 6 months. For the third
or subsequent violation, individuals will be ineligible until the later
of the date they fulfill work rules, for 6 months, or a date deter-
mined by the State, or permanently at the option of the State. The
same disqualification periods apply to those failing to meet any
workfare requirements.

The Secretary is responsible for determining the definition of
good cause, voluntary quit, and reduction of work effort. States will
determine the definition of other terms and the procedures for
making compliance decisions; however, they cannot be less restric-
tive than a comparable definition or procedure under the State’s
AFDC program. States must include a description of the standards
and procedures in their State plans.

Section 1026. Caretaker exemption

Parents or other household members with responsibility for the
care of a dependent child under the age of 1 are exempt from food
stamp work rules, at State option.
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Section 1027. Employment and training

The requirements for State-operated employment/training pro-
grams are revised as follows:

(1) work experience is added to the purpose of employment/
training programs;

(2) each component of an employment/training program must
be delivered through a “statewide work-force development sys-
tem,” unless it is not available locally;

(3) States may apply all work rules to food stamp applicants,
not only job search rules;

(4) specific rules governing job search components are re-
moved,;

(5) eliminates provisions for components related to work ex-
perience requiring that they be in public service work and use
food stamp recipients’ prior training and experience;

(6) eliminates specific Federal rules regarding States’ author-
ity to exempt categories and individuals from employment/
training rules;

(7) eliminates the requirement to serve volunteers in employ-
ment/training programs;

(8) eliminates the rule for “conciliation procedures” for reso-
lution of disputes involving participation in the employment/
training program,;

(9) limits funding provided by the Food Stamp Program for
services to AFDC recipients to the amount used by a State in
fiscal year 1995; and

(10) eliminates Federal performance standards.

The Secretary is required to reserve, from Food Stamp Program
funding, the following amounts for employment/training programs:

[In millions of dollars]

Fiscal year:

TO99T s 79
1998 ........... 81
1999 ........... 84
2000 ........... 86
2001 ........... 88
2002 .o 90

Allocations are to be based on a reasonable formula, determined
by the Secretary, giving consideration to the States’ share of the
populations affected by the work requirements. Minimum State al-
locations are set at $50,000.

Section 1028. Comparable treatment for disqualification

Individuals disqualified for failure to perform an action required
under a federal, State, or local means-tested public assistance pro-
gram are also disqualified from food stamps, at the State’s option.
States may use AFDC rules and procedures to impose the same
disqualification for food stamps. Individuals disqualified from food
stamps due to failure to perform a required action under another
means-tested public assistance program may apply for food stamps
after the disqualification period has expired; however, a prior dis-
qualification period under food stamp work rules must be consid-
ered in determining eligibility. States must include the guidelines
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used to carry out these food stamp disqualification provisions in
their State plans.

Section 1029. Disqualification for receipt of multiple food stamp
benefits

Individuals found to have fraudulently misrepresented their
place of residence or identity in order to receive multiple food
stamp benefits are disqualified from the Food Stamp Program for
10 years.

Section 1030. Disqualification of fleeing felons

Individuals, while they are (1) fleeing to avoid prosecution or cus-
tody after a conviction for a felony (or an attempt) or (2) violating
a condition of parole under Federal or State law, are disqualified
from participation in the Food Stamp Program.

Section 1031. Cooperation with child support agencies

States are allowed to disqualify custodial parents of children
under the age of 18 years who have an absent parent, unless the
custodial parent cooperates with the State in establishing the
child’s paternity and obtaining support for the child. Cooperation is
not required if the State finds there is good cause for failure to co-
operate. Fees and other costs for services can not be changed.

States are allowed to disqualify putative or noncustodial parents
of children under the age of 18 years if they refuse to cooperate
with the State in establishing the child’s paternity and providing
support for the child. The Secretary of Agriculture and the Sec-
retary of HHS will develop guidelines for what constitutes a refusal
to cooperate and States will develop procedures to determine
whether there is a refusal to cooperate. Fees and other costs for
services can not be charged. States are required to provide safe-
guards to restrict the use of information collected by the State to
the purposes for which it was collected.

Section 1032. Disqualification relating to child support arrears

States may disqualify individuals under a court child support
order during any period in which the individual has an unpaid li-
ability, unless the court is allowing delayed payments.

Section 1033. Work requirement

Able-bodied persons between 18 years and 50 years who have no
children or are not responsible for the care of others are ineligible
if, during the prior 12-month period, they received food stamps for
4 months or more while not working 20 hours per week or more;
or participating in a work program (such as the Jobs Training
Partnership Act, the Trade Adjustment Assistance Act, or employ-
ment and training programs operated or supervised by a State
meeting standards approved by the Governor, but not including job
search or job search training programs) for at least 20 hours per
week, or participating in a workfare program.

The disqualification ceases to apply if, during any 30-day period,
an individual works 80 hours or more; participates in and complies
with a work program for at least 80 hours; or participates in a
workfare program. In the subsequent 12-month period, an individ-
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ual is eligible for food stamps for up to 4 months while not working
for at least 20 hours per week; participating in a work program for
at least 20 hours per week; or participating in a workfare program.

Upon a State request, the Secretary is allowed to waive applica-
tion of this work requirement for some or all individuals in part or
all of a State if the Secretary determines that the area unemploy-
ment rate is over 10 percent or if there are insufficient jobs to pro-
vide employment for those subject to this requirement. The Sec-
retary is required to report to the Agriculture Committees on all
waivers granted.

Section 1034. Encourage electronic benefit transfer systems

States are encouraged to implement an electronic benefit transfer
(EBT) system as soon as practicable. States are required to imple-
ment EBT before October 1, 2002, unless the Secretary waives the
requirement because a State faces unusual barriers to implementa-
tion. Subject to Federal standards, States are allowed to procure
and implement an EBT system under terms, conditions, and de-
signs that they consider appropriate. A requirement for Federal
procurement standards is added. EBT standards must follow gen-
erally accepted standard operating rules based on commercial tech-
nology; permit interstate operation; and permit monitoring and in-
vestigations by authorized law enforcement officials.

Regulations regarding replacement of benefits under an EBT sys-
tem must be similar to those in effect for a paper-based food stamp
issuance system.

EBT systems must be cost neutral; include measures to maxi-
mize the security of the EBT system; and include provisions allow-
ing EBT systems to differentiate among food items, to the extent
practicable.

States may charge food stamp participants for the cost of replac-
ing a lost or stolen EBT card and may collect the charge by reduc-
ing the participant’s food stamp benefit. States may require that
EBT cards contain a photograph of one or more household mem-
bers. If States require such a photograph, the States must establish
procedures to ensure that other appropriate members of the food
stamp household and authorized representatives may use the EBT
card.

The anti-tying restrictions of the Bank Holding Company Act
Amendments of 1970 will apply to electronic benefit transfer (EBT)
services offered by nonbanks. Banks providing EBT services are
subject to the anti-tying restrictions of section 106 of the Bank
Holding Company Act Amendments of 1970. Bank holding compa-
nies and their subsidiaries that are not banks also are subject to
the restrictions contained in section 106 pursuant to regulations
promulgated by the Federal Reserve Board. This provision extends
these restrictions to nonbanks that provide EBT services.

Section 1035. Value of minimum allotment

The minimum monthly allotment for 1- and 2-person households
continues to be set at $10.
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Section 1036. Benefits on recertification

Food stamp participants who do not complete all the require-
ments for eligibility recertification in the last month of their certifi-
cation periods, but were then determined eligible after their certifi-
cation periods had expired, will receive reduced benefits in the first
month of their new certification periods (i.e., their benefits will be
prorated to the date they met the requirements and were again
judged eligible). The 1-month “grace period” to fulfill eligibility re-
certification requirements during which benefits would not be sub-
ject to a prorata reduction is eliminated.

Section 1037. Optional combined allotment for expedited households

States may provide food stamp households, applying after the
15th of the month, an allotment that is an aggregate of the initial
(pro-rated) benefit and the first regular monthly allotment. This
provision applies to both regular and expedited service applica-
tions.

Section 1038. Failure to comply with other means-tested public as-
sistance Programs

Food stamp benefits may not be increased when benefits received
through federal, State, or local means-tested public assistance pro-
grams are reduced due to a failure to perform a required action.
States may also reduce the food stamp household benefit by an
amount up to 25 percent. If the food stamp benefit is reduced due
to a failure to perform an action required under the State’s AFDC
program, the State may use the rules of that program to reduce the
food stamp benefit.

Section 1039. Allotments for households residing in centers

States are allowed to divide monthly food stamp benefits between
the participant who was a resident of a drug or alcohol treatment
center and then leaves the center and the drug or alcohol treat-
ment center. States may require residents of these centers to des-
ignate the centers as authorized representatives.

Section 1040. Condition precedent for approval of retail food stores
and wholesale food concerns

Retail food stores and wholesale food concerns can not be ap-
proved for participation in the Food Stamp Program unless a visit
is made to the store by an appropriate person. The types of stores
included in this requirement will be determined by the Secretary
based on factors that include size, location, and type of items sold.

Section 1041. Authority to establish authorization periods

The Secretary is required to establish specific time periods dur-
ing which retail food stores or a wholesale food concerns’ authoriza-
tion to accept and redeem food stamp benefits (or EBT) will be
valid.

Section 1042. Information for verifying eligibility for authorization

The Secretary is allowed to require that food retailers and whole-
salers seeking approval must submit relevant income and sales tax
filing documents. Also, the Secretary is allowed to issue regulations
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requiring food retailers and wholesalers to provide written author-
ization to the Secretary to verify tax filings and to obtain corrobo-
rating documentation from other sources in order to verify the ac-
curacy of the information provided by food retailers and whole-
salers.

Section 1043. Waiting period for stores that fail to meet authoriza-
tion criteria

Retail food stores and wholesale food concerns that fail to be ap-
proved for participation in the Food Stamp Program will not be al-
lowed to submit a new application for 6 months. The Secretary may
establish longer waiting periods, including permanent disqualifica-
tion, that reflect the severity of the basis for denial.

Section 1044. Operation of food stamp offices

The requirements for States’ plans for operation of the Food
Stamp Program are replaced as follows: A State must (1) establish
procedures governing operation of the food stamp offices that it de-
termines best serves households in the State, including those with
special needs; (2) provide timely, accurate, and fair service to appli-
cants and participants; (3) allow applicants to apply and partici-
pate on the same day they first contact the food stamp office during
office hours; (4) consider an application filed on the day the appli-
cant submits an application that contains the applicant’s name, ad-
dress, and signature; (5) require applicants to certify in writing as
to the truth of information on the application; (6) stipulate that the
signature of a single adult is sufficient; (7) have methods for cer-
tifying homeless households; and (8) ensure that electronic storage
of information is allowed.

States may establish operating procedures that vary for local
food stamp offices to reflect regional and local differences.

States may disqualify food stamp participants based on another
public assistance program’s rules for disqualification for failure to
comply with those rules.

Section 1045. State employee and training standards

Existing provisions for merit system standards are retained. A
technical change to reflect the current Federal agency is made.

Section 1046. Exchange of law enforcement information

States must make available to law enforcement officials the ad-
dress, social security number, and (when available) the photograph
of a food stamp recipient if the law enforcement official furnishes
the recipient’s name and notifies the agency that the individuals if
fleeing to avoid prosecution or custody for a felony crime (or at-
tempt); that the location or apprehension of the individual in with-
in the official’s duties; and the request is within the proper exercise
of official duties. The requested information must be related to the
apprehension of a felon or parolee.

Section 1047. Expedited coupon service

The period in which expedited food stamp benefits must be pro-
vided is increased to 7 (from 5) calendar days.
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Section 1048. Withdrawing fair hearing requests

States may allow food stamp households to withdraw fair hear-
ing requests either orally or in writing.

Section 1049. Income, eligibility, and immigration status verifica-
tion systems

The use of income and eligibility and immigration status verifica-
tion systems established under the Social Security Act is made op-
tional with the States.

Section 1050. Disqualification of retailers who intentionally submit
falsified applications

The Secretary may disqualify retail food stores or wholesale food
concerns, including permanent disqualification, when the store or
concern knowingly submits false information on the application.

Section 1051. Disqualification of retailers who are disqualified
under the WIC Program

The Secretary is required to issue regulations providing criteria
for disqualifying retail food stores and wholesale food concerns
from participation in the Food Stamp Program once they are dis-
qualified from the WIC program. This food stamp disqualification
is not subject to food stamp rules regarding judicial or administra-
tive review.

Section 1052. Collection of overissuances

Existing overissuance collection rules are replaced. States must
collect any overissuance of food stamp benefits by reducing future
benefits, withholding unemployment compensation, recovering from
Federal pay or income tax refunds, or any other means, unless the
Secretary demonstrates that all of the means are not cost effective.
Benefit reductions are limited to 10 percent of the monthly benefit
or $10 per month.

States may retain 25 percent of overissuances collected (other
than those caused by a State agency error).

Section 1053. Authority to suspend stores violating program require-
ments pending administrative and judicial review

Permanent disqualification of a store or wholesale food concern
will be effective from the date the notice of disqualification is re-
ceived. If the disqualification is reversed through administrative or
judicial review, the Secretary is not liable for the value of lost sales
during the disqualification period.

Section 1054. Expanded criminal forfeiture for violations

This section establishes criminal forfeiture rules. Courts are re-
quired, in imposing sentences on those convicted of trafficking in
food stamps to order that the person forfeit property to the United
States. Property subject to forfeiture includes all property used in
the transaction to commit a trafficking violation. Proceeds trace-
able to the violation are subject to forfeiture. An owner’s property
interest is not subject to forfeiture if the owner establishes that the
violation was committed without the owner’s knowledge or consent.
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The proceeds from any sale of forfeited property and any money
forfeited will be used to reimburse the Justice Department, to reim-
burse the Agriculture Department’s Office of Inspector General, to
reimburse Federal or State law enforcement agencies and to be
provided to the Secretary to carry out approval of stores, reauthor-
izations of stores and compliance activities.

Section 1055. Limitation of Federal match

Federal reimbursement to States for informational (outreach) ac-
tivities is not available for “recruitment activities.”

Section 1056. Standards for administration

The requirement that the Secretary establish standards for effi-
cient and effective administration of the Food Stamp Program is
eliminated.

Section 1057. Work supplementation or support program

States are allowed to operate a work supplementation or support
program, under which public assistance benefits, including food
stamps, are provided to employers who hire recipients and then are
used to pay part of their wages. Work supplementation or support
programs must meet standards set by the Secretary. The food
stamp portion cannot be considered income for other purposes and
the household of the work supplementation participants cannot re-
ceive regular food stamps while the household member is in such
a work program. States must describe how food stamp participants
will be moved into jobs that are not supplemented or supported
within a specific time frame and the program is available for new
employees only.

States must describe work supplementation or support programs
in their State plans of operation.

Section 1058. Waiver authority

Existing waiver authority is revised and authority is provided to
the Secretary to conduct pilot or experimental projects and waive
the Food Stamp Act as long as projects are consistent with the
goals of the program and provides food for needy families. The Sec-
retary is permitted to conduct projects that will improve adminis-
tration of the program; increase self-sufficiency of food stamp par-
ticipants; test innovative welfare reform strategies; or allow greater
conformity among public assistance programs.

The Secretary may not conduct additional projects that involve
issuing food stamp benefits in the form of cash; substantially trans-
fer program benefits to other public assistance programs; or con-
duct projects not limited to specific time periods.

Section 1059. Response to waivers

Not later that 60 days after receipt of a request for a waiver so
that a State may conduct a demonstration project, the Secretary
must either approve the request; deny the request and explain any
modifications needed for approval; deny the request and explain
the grounds for denial; or ask for clarification of the request. If the
Secretary does not respond within 60 days, the waiver is consid-
ered approved. Denials of waiver requests and the basis for the de-
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nial must be provided by the Secretary to the House and Senate
Agriculture Committees.

Section 1060. Employment Initiatives Program

States may operate private sector employment initiatives under
which food stamp benefits may be paid in cash to certain house-
holds. States are eligible to operate this initiative if not less than
50 percent of the households in the State that received food stamps
in the summer of 1993 also received AFDC benefits and if the State
agrees to increase benefits, at the States’ expense, to compensate
for State or local sales taxes on food. Households are eligible to re-
ceive cash in lieu of food stamps if an adult member selects this
option and (1) has worked in a nonsubsidized job for not less than
the 90 preceding days; (2) has earned not less than $350 a month
from that employment; (3) is eligible to receive AFDC (or was eligi-
ble when the cash payments were first received but is no longer eli-
gible because of earned income); and (4) is continuing to earn not
less than $350 a month from the employment.

States operating a private sector employment initiative program
for 2 years must provide a written evaluation of the impact of cash
assistance to the Secretary.

Section 1061. Reauthorization

The Food Stamp Program is reauthorized through fiscal year
2002.

Section 1062. Simplified Food Stamp Program

States may elect to carry out a simplified Food Stamp Program
in all or part of a State for households in which all members re-
ceive AFDC. States may operate the simplified Food Stamp Pro-
gram using the rules of the States’ AFDC program, the Food Stamp
Program, or a combination of both programs. States must, at a
minimum, comply with the following Food Stamp Program rules:

(1) requirements governing issuance procedures;

(2) the requirement that benefits be calculated by subtracting
30 percent of a household’s income (as determined by State estab-
lished, not federal, rules under the simplified program option) from
the maximum food stamp benefit;

(3) the bar against counting food stamp benefits as income or
resources in other programs;

(4) the requirements that State agencies assume responsibility
for eligibility certification and issuance of benefits and keep records
for inspection and audit;

(5) the bar against discrimination by reason or race, sex, reli-
gious creed, national origin, or politics;

(6) requirements related to submission and approval of plans
of operation and administration of the Food Stamp Program on In-
dian reservations;

(7) limits on the use and disclosure of information about food
stamp households;

(8) requirements for notice to and fair hearings for aggrieved
households (or comparable requirements established by the State
under its AFDC program);
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(9) requirements for submission of reports and other informa-
tion required by the Secretary;

(10) the requirement to report illegal aliens to the Immigration
and Naturalization Service;

(11) requirements for use of certain Federal and State data
sources in verifying food stamp participants’ eligibility;

(12) requirements to take measures to ensure that households
are not receiving duplicate benefits: and

(13) requirements for the provision of social security numbers
as a condition of eligibility and for their use by State agencies.

States are allowed to standardize food stamp deductions and
must not increase food stamp benefits when other public assistance
benefits are decreased.

States electing to operate a simplified Food Stamp Program must
include in their State plans the rules and procedures to be followed
in determining benefits under the option; how they will address the
needs of households with high shelter costs; and a description of
the method by which States will carry out its quality control obliga-
tions.

Section 1063. State Food Assistance Block Grant

States that meet one of three conditions may elect to receive an
annual block grant to operate a food assistance program for needy
persons in lieu of the Food Stamp Program. Eligible States may opt
for a block grant at any time, but, if the State chooses to withdraw
from the block grant or is disqualified, it may not again opt for a
block grant. Eligible States include:

(1) those that have fully implemented a statewide electronic
benefit transfer (EBT) system,;

(2) those for which the dollar value of erroneous benefit and
eligibility determinations (overpayments, payments to
ineligibles, and underpayments) in the Food Stamp Program or
their food assistance block grant program is 6 percent of bene-
ﬁt?i issued or less (a “payment error rate” of 6 percent or less);
an

(3) those with a payment error rate higher than 6 percent
that agree to contribute, from nonfederal sources, a dollar
amount equal to the difference between their payment error
rate and a 6 percent rate to pay for benefits and administra-
tion of their food assistance block grant program. A State’s
payment error rate for block grant purposes is the most recent
rate available, as determined by the Secretary.

States electing a block grant are provided an annual grant equal
to:

(1) the greater of the fiscal year 1994 amount received as
food stamp benefits or the 1992-1994 average received as food
stamp benefits, and

(2) the greater of the fiscal year 1994 Federal share of ad-
ministrative costs or the 1992-1994 average received as the
Federal share of administrative costs.

However, grants to States with payment error rates above 6 per-
cent would be reduced by the amount they are required to contrib-
ute (the dollar amount equal to the difference between their pay-
ment error rate and a 6 percent rate). In general, block grant pay-
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ments must be expended in the fiscal year for which they were dis-
tributed; but, States may reserve up to 10 percent per year, up to
a total of 30 percent of the block grant. If total allotments for a fis-
cal year exceed the amount of funds available to provide them, the
Secretary is required to reduce allotments on a pro-rata basis as
necessary. Grant payments will be made by issuing letters of cred-
it.

Block grant funding may only be used for food assistance and ad-
ministrative costs related to its provision and, in each fiscal year,
not more than 6 percent of total funds expended (including State
funds required to be spent) may be used for administrative costs.

Each participating block grant State is required to maintain a
food stamp quality control program to measure erroneous benefit
and eligibility determinations, and block grant States will continue
to be subject to the Food Stamp Program’s quality control system
(including eligibility for incentive payments and imposition of fiscal
sanctions for high payment error rates). Each participating State
is required to implement an employment and training program
under Food Stamp Act terms and conditions and is eligible to re-
ceive Federal funding for employment and training activities (in
addition to the food stamp block grant amount).

In order to receive a block grant, a State must annually submit
a State plan for approval by the Secretary. The State plan must:

(1) identify a lead administering agency;

(2) describe how and to what extent the State’s program
serves specific groups (e.g., the elderly, migrant and seasonal
farm workers, the homeless, those with earnings, and Indians)
and how the treatment differs from their treatment under the
Food Stamp Program;

(3) provide that benefits are available statewide;

(4) provide for notice and an opportunity for a hearing to
those adversely affected;

(5) assess the food and nutrition needs of needy person in
the State;

(6) describe the State’s eligibility standards for assistance
under the block grant;

(7) establish a system for exchanging information with other
States to verify participants’ identity and the possible receipt
of benefits in another State;

(8) providing for safeguarding and restricting the use and
disclosure of information about participants; and

(9) other information required by the Secretary.

Eligibility for assistance under the block grant is determined
by the State, and there is not individual entitlement to assist-
ance. However, certain Federal rules apply:

(1) aliens who are not eligible under the Food Stamp Pro-
gram are not eligible for block grant aid;

(2) persons and households who are ineligible under the Food
St(:ilmp Program’s work rules are not eligible for block grant
aid;

(3) disqualification of fleeing felons; and

(4) disqualification for child support arrears.

If the Secretary finds that there has been a failure to comply
with provisions of the block grant or the State’s approved plan or
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finds that, in the operation of any program or activity for which as-
sistance is provided, there is a failure by the State to comply sub-
stantially with block grant provisions, the Secretary must withhold
funding, as appropriate, until satisfied there is no longer a failure
to comply or that the noncompliance will be promptly corrected. In
additional the Secretary may impose other appropriate penalties,
including recoupment of improperly spent money and disqualifica-
tion from the block grant. States must be provided notice and an
opportunity for a hearing in this process.

The Secretary is authorized to conduct research on the effects
and costs of a State food assistance block grant.

Section 1064. A study of the use of food stamps to purchase vita-
mins and minerals

The Secretary is required, in consultation with the National
Academy of Sciences and the Center for Disease Control and Pre-
vention, to conduct a study of the use of food stamps to purchase
vitamins and minerals.

The Secretary is encouraged to conduct a study on whether some
food items now eligible for purchase with food stamps should be
eliminated from that eligibility.

Section 1065. Investigations

Regulations issued by the Secretary concerning civil money pen-
alties and disqualification of retail food stores and wholesale food
concerns must include criteria to support findings of food stamp
violations on the basis of evidence that may include on-site inves-
tigations, redemption data, and transaction reports from electronic
benefit transfer (EBT) systems.

Section 1066. Food stamp eligibility

States are permitted to include either all of an ineligible alien’s
income and resources in the income and resources of the household
of which the alien is a member or the income, less a pro rata share,
and the resources of the ineligible alien, to determine the value of
the allotment of the household of which the individual is a mem-
ber.

Section 1067. Report by the Secretary

The Secretary may prepare a report on the effect of the Food
Stamp Program reforms of the Personal Responsibility and Work
Opportunity Act of 1996. If prepared, the report will be submitted
to the Committee on Agriculture of the House of Representatives
not later than January 1, 2000.

Section 1068. Deficit reduction

This section expresses the sense of the Committee on Agriculture
that reductions in outlays resulting from this title will not be taken
into account for purposes of Section 552 of the Balanced Budget
and Emergency Deficit Control Act of 1985.
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SUBTITLE B—COMMODITY DISTRIBUTION PROGRAMS

Section 1071. Emergency Food Assistance Program

The emergency food assistance program (TEFAP) and the soup
kitchen/food bank program (Section 110 of the Hunger Prevention
Act of 1988) are combined into TEFAP. Definitions applicable to
the soup kitchen/food bank program are incorporated into TEFAP.

States are required to submit a State plan of operation every 4
years. State plans must include:

(1) designation of the State agency responsible for distribu-
tion of TEFAP commodities;

(2) a plan of operation and administration to distribute
TEFAP commodities;

(3) a description of the standards of eligibility for recipient
agencies; and

(4) a description of the standards of eligibility for individual
or household recipients of commodities. Individuals and house-
hold recipients must be comprised of needy persons and must
live in the geographic area served by the recipient agencies.

States are encouraged to set up an advisory board on which per-
sons, from public and private entities, interested in commodity dis-
tribution programs, are invited to participate.

Beginning October 1, 1996, funds ($300 million per year), from
amounts appropriated under the Food Stamp Act, to purchase a va-
riety of nutritious and useful commodities for distribution to States
in accordance with TEFAP rules, are authorized through fiscal year
2002.

Section 1072. Food bank demonstration project

This section repeals the expired authority to carry out food bank
demonstration projects.

Section 1073. Hunger prevention programs

This section repeals the authority for a separate soup kitchen/
food bank program and other expired authority for evaluation and
demonstration projects.

Section 1074. Report on entitlement commodity processing

This section deletes the expired authority requiring a report on
commodity processing.

SUBTITLE C—ELECTRONIC BENEFIT TRANSFER SYSTEMS

Section 1091. Provisions to encourage electronic benefit transfer
systems

Electronic benefit transfer (EBT) programs (distributing needs-
tested benefits) established under State or local law or adminis-
tered by a State or local government are exempt from Regulation
E requirements.
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COMMITTEE CONSIDERATION
I—HEARINGS

The Committee on Agriculture met on February 1, 1995. Agri-
culture Committee Chairman Pat Roberts stated that the purpose
of the hearing was to review enforcement efforts in the Food Stamp
Program and that this must be accomplished prior to considering
welfare reform.

February 1, 1995

The first witness was Roger Viadero, the Inspector General of the
U.S. Department of Agriculture (USDA). Inspector General Viadero
testified on the efforts of his office to investigate food stamp and
electronic benefit transfer (EBT) trafficking and laundering oper-
ations in nonauthorized grocery stores, restaurants, and liquor
stores. Video tapes of investigations in which officials of the Office
of the Inspector General participated were shown to the committee.

The Inspector General also made recommendations for legislative
and regulatory changes which he believed would enhance the integ-
rity of the current Food Stamp Program. These recommendations
included changing retailer eligibility criteria; submission of various
tax or license forms to assure the retail food store is actually in op-
eration; adding a 1-year waiting period for retailers prior to author-
ization; requiring a store visit by USDA’s Food and Consumer
Services (FCS) staff prior to authorization; charging stores a licens-
ing fee; authorizing the forfeiture of proceeds in felony food stamp
fraud; and suspension and permanent program disqualification for
retailers who traffic in food stamps.

Congressman Ron Wyden, from Oregon, provided his rec-
ommendations for correcting existing abuses and systemic weak-
nesses in the Food Stamp Program. Mr. Wyden advocated reform
of the current system and cautioned against efforts to send this
program to the States in the form of a block grant. He suggested
that the committee take a look at newly developed and emerging
electronic technologies including biometric identification cards. He
also expressed his support for program consolidation efforts.

Mr. Robert Rasor, representing the U.S. Secret Service, summa-
rized the investigations and research performed by the Financial
Crimes Division of the Secret Service relating to fraud and abuse
in the Food Stamp Program. He reported that the Secret Service
found very little evidence of counterfeiting in the program in the
course of its investigations, but in its undercover investigations
found the system to be quite vulnerable to other forms of abuse
and fraud, such as embezzlement, recipient fraud, fraud by author-
ized retailers and trafficking in discounted food stamps by external
parties. Mr. Rasor stressed the importance of incorporating new
technologies in the form of EBT to minimize existing and future
abuses to the Food Stamp Program.

The Subcommittee on Department Operations, Nutrition, and
Foreign Agriculture met on February 7, 8, 9, and 14, 1995 to re-
ceive testimony on reforming the present welfare system. Sub-
committee Chairman Bill Emerson expressed his desire to hear
ideas on reforming the present welfare maintenance system from
a wide variety of people.
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February 7, 1995

Ms. Jane L. Ross, Director, Income Securities Issues, Health,
Education, and Human Services, General Accounting Office (GAO)
testified regarding the status of Federal means tested welfare pro-
grams. She reported that nearly 80 means-tested programs that
compose the welfare system accounted for about 15 percent of Fed-
eral spending in fiscal year 1992. Federal welfare spending has
risen from $39 billion in 1975 to nearly $208 billion in 1992. Ac-
cording to GAQ’s figures, growth in five major entitlement pro-
grams has driven this expansion. Aid to Families with Dependent
Children (AFDC), food stamps, Medicaid, Supplemental Security
Income (SSI) and two major housing programs resulting in a 106
percent increase in inflation adjusted dollars over this time period.

The GAO’s work has shown that these means tested programs
can be costly and difficult to administer. They sometimes overlap
one another or are so narrowly focused that they create gaps in
services. The task of applying for benefits is arduous and complex.
Furthermore, they have found that technology to run the programs
is not being effectively developed and used, and that many of these
programs are inherently vulnerable to fraud, waste, and abuse. Fi-
nally, despite many years of experience with these programs, very
little is known about how well they are working and whether the
programs are meeting the purposes stated in the various acts.

February 8, 1995

Congressman Michael N. Castle, from Delaware, urged the sub-
committee to consider the Delaware Model of “one stop shopping”
as it reforms the Nation’s welfare delivery system. He described
Delaware’s model as an innovative and comprehensive delivery sys-
tem. The system consists of approximately 160 different welfare
programs and serves, through its service centers, over 600,000 indi-
viduals annually. This agency has the mission of promoting access
to health and human services, addressing and communicating the
communities service needs, and providing access to support serv-
ices. Congressman Castle cited the overlap in programs that result
in a patchwork welfare system that restricts the effectiveness and
efficiency with which the programs can be carried out.

Mr. Thomas P. Eichler, Secretary of the Delaware Department of
Services for Children, Youth, and Their Families, spoke on the
Welfare Simplification and Coordination Advisory Committee au-
thorized by Congress in the 1990 farm bill. Charged with examin-
ing policies and procedures of the food stamp, AFDC, medical as-
sistance and housing assistance programs, the advisory committee
made a series of recommendations for reform. The advisory com-
mittee recommended eliminating current programs and moving to
one comprehensive program with the goal of moving participants
toward self-sufficiency. Primary elements of the new program they
recommended included (1) a single point of client entry, (2) common
rules and definitions for participation, (3) a single means test for
eligibility, and (4) a public and private partnership to provide co-
ordinated services.

The Honorable Ellen Haas, USDA Under Secretary for Food, Nu-
trition, and Consumer Services, spoke on the state of 16 food and
nutrition programs for which she is responsible. She reiterated the
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administration’s position that nutrition programs for the needy are
in the national interest and reform of these programs should en-
sure access to a healthy, nutritious diet and promote health. She
insisted further that block granting these programs would elimi-
nate the “automatic adjuster” currently in place and possibly force
States to provide less assistance in times of economic downturn.

Ms. Haas’ recommendations for change included (1) nutrition se-
curity, (2) program integrity, (3) modernizing benefits delivery sys-
tems, (4) expanding State flexibility, (5) preserving economic re-
sponsiveness, and (6) promoting personal responsibility.

The Honorable Mary Jo Bane, Health and Human Services
(HHS) Assistant Secretary for Children and Families, testified in
support of the administration’s 1994 welfare reform proposal. Her
presentation covered three major issues; (1) the proper balance be-
tween national objectives and State flexibility; (2) the conversion of
AFDC and the Food Stamp Program to block grants or capped dis-
cretionary programs; and (3) national requirements or accountabil-
ity standards governing a reformed welfare system. Ms. Bane rec-
ommended that in order to ensure greater State flexibility final re-
form should (1) achieve the objectives of work, responsibility and
accountability; (2) ensure stability in funding over time; (3) cushion
State and individuals against economic cycles; and (4) preserve the
basic family protections for needy Americans, particularly children.

Sister Augusta Hamel, the Executive Assistant to the President
of Second Harvest National Network of Food Banks, the largest do-
mestic hunger relief organization in the United States, reviewed
the role of such organizations and the importance of the Federal
contribution to this network. Sister Hamel spoke of the need for
private sector participation in dealing with the hunger problem in
this country, but also stressed that Federal participation has been
critical to the success of these efforts and must continue. While re-
form is necessary, she stated that private resources are already
pushed to the limit and some reform proposals may be asking more
of the charitable sector than they can possibly deliver.

On behalf of other organizations similar to Second Harvest, Sis-
ter Hamel suggested that rather than block granting the programs
to the States, as proposed, commodity distribution programs should
be consolidated and integrated. The programs include the emer-
gency food assistance program (TEFAP), commodity supplemental
food program (CSFP), soup kitchens and food banks program
(SKFB), and the charitable institutions and summer camps pro-
gram (CIP) into a single program: the American Commodity Hun-
ger Relief Program (ACHR).

Reverend Monseigneur Roger P. Morin, Executive Director, De-
partment of Community Services, Archdiocese of New Orleans
spoke in his capacity as Executive Director of the Department of
Community Services in the Archdiocese of New Orleans. He advo-
cated the retention of CSFP. He expressed the view that the tre-
mendous purchasing power of the USDA combined with the cost ef-
fectiveness and efficiency of the volunteer distribution system give
the taxpayer the highest return. Reverend William T.
Cunningham, Director, of Focus Hope, another CSFP program op-
erating in Detroit, Michigan, expressed support for preserving the
CSFP because the program targets the Nation’s most vulnerable
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populations, the very young and the very old. CSFP in Detroit was
described as a program that provides a monthly selection of foods
specifically tailored to the nutritional needs of the populations
served; purchases foods at one-half to one-sixth the cost of equiva-
lent goods in retail stores; involves the entire community in the
problems of hunger and poverty; and links job training, child care
and other critical services for low-income families.

Ms. Zoe Slagle, the Food Distribution Coordinator with the
Michigan Department of Education testified on behalf of her De-
partment and the American Commodity Distribution Association
(ACDA). She advocated the preservation of the commodity distribu-
tion programs and reiterated the claims made by others, that while
food and nutrition programs should be further streamlined for effi-
ciency and effectiveness, Federal programs still represent the high-
est return to the taxpayer because of the tremendous buying power
of the Federal Government.

February 9, 1995

The Honorable John Engler, Governor of Michigan, advocated
placing food and nutrition programs into a single block grant to the
States. He further maintained that because States know the needs
of their people, they should be given the authority to plan and ad-
minister welfare programs that encourage and assist people into
productive jobs and off of government assistance. In his experience,
Federal programs have had the opposite effect of encouraging re-
cipients not to work. When the State of Michigan has sanctioned
individuals who do not work by reducing their AFDC benefits, their
food stamp allowances have gone up.

Ms. Carol Anderson, Director of the Economic Support Services
Section in the Georgia Division of Family and Children Services,
discussed recent innovations and policy changes relating to the de-
livery of assistance benefits. Through the use of waivers from HHS
and USDA, Ms. Anderson and others in her division have stream-
lined program access and have created “one-stop shopping” for six
State and Federal programs. She addressed the new “Work First”
strategy in which eligibility staff are trained to assess participants
strengths and weaknesses in obtaining employment; contracts for
self-sufficiency that map our steps to economic independence; expe-
dited child support services that are used to direct applicants from
welfare to independence; and specialized job developers that are
hired to work directly with employers.

Ms. Anderson said that while a block grant is attractive, reduced
funding levels in current proposals gave her cause for concern.
However, if States knew what block granting would bring in terms
of funding and if they knew that block granting would also bring
increased flexibility, there could be more opportunities to create
better programs.

Mr. John Petraborg, Deputy Commissioner of the Minnesota De-
partment of Human Services testified before the subcommittee re-
garding welfare reform efforts underway in Minnesota. Its sim-
plification and streamlining efforts feature the concepts of “Work
Pays” which allows families to keep part of their AFDC payments;
an enforced social contract-requiring AFDC participants to develop
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a plan of employment and self-support; and a program that com-
bines and simplifies the AFDC and Food Stamp Programs.

Ms. Sammie Lynn Puett, Vice President for Public Services at
the Continuing Education, and University Relations of the Univer-
sity of Tennessee, testified of the work of the Welfare Simplifica-
tion and Coordination Advisory Commission created by Congress in
1990. She reviewed the objectives of the advisory committee and
the problems that remain for welfare reformers. The advisory com-
mittee concluded that the numerous and overlapping programs at
both the State and Federal level should be replaced by a single, one
family-focused, client-oriented, comprehensive program.

Ms. Joyce Walsh, of the Larue County Health Center in
Hodgenville, Kentucky discussed her observations and experiences
as a local Special Supplemental Program for Women, Infants, and
Children (WIC) program coordinator. She stated that WIC has
achieved its original objectives of reducing infant mortality and
morbidity. She advocated the retention of WIC and also suggested
combining the administration of WIC and the Food Stamp Pro-
gram. Ms. Walsh suggested that food prescriptions for the Food
Stamp Program, similar to those found in WIC, be developed. She
stated that this would improve the nutritional status of needy fam-
ilies and could be done at a reduced cost.

February 14, 1995

Congressman Tony Hall, from Ohio, testified in opposition to
block grants to the States for AFDC, the Food Stamp Program,
WIC, and other nutrition programs. He said that under block
grants food assistance would not be automatically increased in time
of recession and that allocations to the States may be miscalcu-
lated. He stated State flexibility could be increased, fraud reduced,
and the costs of the various programs reduced without block grant-
ing these programs.

Congressman Ron Wyden, from Oregon discussed his rec-
ommendations for reducing fraud, waste and abuse in the Food
Stamp Program. He made three specific recommendations: (1) im-
plementation of asset forfeiture laws similar to forfeiture provisions
under anti-drug trafficking statutes, (2) submission of verifiable
business license by authorized food stamp retailers, and (3) possible
imposition of a certification fee on retailers to pay for the enforce-
ment of anti-fraud efforts of this certification process.

Mr. Robert Rector, Senior Policy Analyst for Welfare and Family
Issues at The Heritage Foundation summarized the historical ob-
jectives, growth, and social and actual costs of the welfare system
from 1930 to the present. He stated that welfare spending is now
nine times greater than when President Lyndon Johnson launched
the War on Poverty. In 1964, welfare spending absorbed 1.23 per-
cent of Gross Domestic Product (GDP) and by 1993, spending had
risen to 5.1 percent of GDP. Mr. Rector described three objectives
for welfare spending: (1) sustain living standards through cash and
noncash transfers, (2) promote self-sufficiency, and (3) aid economi-
cally distressed communities. He maintained the U.S. society can
no longer tolerate or afford open-ended growth in welfare spending.
His recommendations included phasing out welfare entitlements
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and sending the programs to the States in the form of a block
grant.

Ms. Anna Kondratas, Senior Fellow at the Hudson Institute, tes-
tified on the issue of welfare reform that would discourage illegit-
imacy, promote productivity, and preserve the family unit. She ex-
pressed the view that the current welfare system is seriously
flawed and called for scrapping it entirely and replacing it with a
system that gives more flexibility to the States to operate and even
change AFDC. This reform should, in her view, be done gradually,
preserving and combining programs that have proven successful.
She also expressed support for devolution in the federalism debate,
but cautioned that State and local bureaucracies are still bureauc-
racies, and many of them are no more efficient than Federal ones.

Mr. Mark Greenberg, of the Center for Law and Social Policy tes-
tified on the issue of welfare reform as it relates to Food Stamp
Program reform. He made four principal points: (1) the Food Stamp
Program has a different purpose, structure, and serves a much
broader population than the AFDC program; (2) block-granting
food stamps would seriously undercut the program’s basic purpose;
(3) block-granting the AFDC-related portion of food stamps raises
additional difficulties; and (4) in light of imminent changes in
AFDC, the Food Stamp Program’s role as safety net becomes even
more crucial.

Mr. Robert Greenstein, the Executive Director of the Center on
Budget and Policy Priorities expressed the view that while welfare
reform must take place, block grants are ill conceived and will jeop-
ardize existing programs and harm those they are intended to help.
Mr. Greenstein made recommendations for increasing flexibility
and controlling costs without resorting to block grants. States, he
said, should be allowed (1) to align food stamp employment and
training programs with work activities for AFDC recipients; (2) to
modify rules determining income and resources; (3) additional flexi-
bility to simplify or standardize procedures for determining food
stamp benefit levels of AFDC families; (4) to convert food stamp
benefits to wage subsidies for employees; (5) to have impediments
to EBT systems removed; and (6) to remove dozens of unnecessary
and prescriptive State requirements.

Mr. Robert J. Fersh, President of the Food Research and Action
Center, discussed the treatment of current participants in the food
assistance programs and sought assurances that the new nutrition
programs will meet the objectives of the current system. He also
addressed the issue of national consensus on hunger and malnutri-
tion prevention, minimum nutrition requirements for all 50 States,
the Food Stamp Programs’ responsiveness in times of economic
change; and advantages of maintaining a national Food Stamp Pro-
gram.

Mr. Timothy M. Hammonds, President and CEO of the Food
Marketing Institute recommended changes that would lead to, re-
duction of fraud and abuse, enhancement of the dignity of the pro-
grams, and reduction of both public and private administrative
costs. He recommended that current food assistance coupons not be
issued in cash, but that EBT systems be implemented as quickly
as possible, that national uniformity in the food assistance program
should be a goal, and licensing requirements for participating re-
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tailers should not be restrictive. The Honorable John R. Block, Na-
tional-American Wholesale Grocers’ Association (NAWGA) and
former Secretary of Agriculture, expressed support for efforts
aimed at block granting welfare programs to the States. He op-
posed proposals which cash out the Food Stamp Program to the
States and instead expressed support for maintaining the food
stamp coupon/EBT delivery system.

Mr. William C. Ferriera, President of the Apricot Producers of
California and representing the Commodity Distribution Coalition,
encouraged reform of programs but not discontinuance of Federal
food assistance programs. He endorsed the consolidation plan as
proposed by Second Harvest; recommended a complete review of
program administration and technology utilization; encouraged
making the commodity support component of Federal food assist-
ance programs available to other programs; advocated preserving
nutrition standards for school meal programs; and recommended
that U.S. agriculture commodities be purchased for domestic food
assistance programs.

Reverend Robert A. Sirico of the Acton Institute for the Study of
Religion and Liberty discussed his belief that the Federal Govern-
ment has almost entirely usurped the traditional role of religious
institutions and charity. He advocated reforming the current wel-
fare system by taking the function of charity from the government
and returning it to the family and churches who understand the
most basic needs of people. Reverend Frederick Kammer, the Presi-
dent of the Catholic Charities USA, cautioned against cashing out
or block granting food stamps. He stated that the Food Stamp Pro-
gram is the place of last resort for the poorest and most desperate.
Churches and charities, he said, are incapable of handling the
present hunger problems.

Ms. Virginia White, of the Kansas Food Bank Warehouse, Inc.,
advocated keeping the Food Stamp Program and other food pro-
grams in their current form and suggested that Members seek the
support of Governors for a plan that would provide a food insur-
ance safety net. Ms. Jasmine Gunthorpe of Baltimore, Maryland
described her personal difficulties living and functioning within the
current AFDC system. She works in a nine-month, part-time-mini-
mum wage, contractual position. If her work exceeds AFDC income
levels, she loses AFDC benefits for that period, requiring her to re-
apply for AFDC benefits for the 3 months she is not working. She
expressed frustration at having different social workers who esti-
mate benefits, calculate wages, assess food stamp needs, and who
help with child care. She recommended reforms that provide for
basic needs for children; reduction in poverty not just a reduction
of individuals from the welfare roles; and efforts to bring people
into the mainstream of life. Mr. D. Michael Hancock of the Farm-
worker Justice Fund stated that in the event that food and nutri-
tion programs are block granted to the States, States should be di-
rected to ensure inclusion of farm workers in these programs. He
also called for educating farm workers on food and nutrition pro-
grams and for bilingual program counselors.
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May 10, 1995

The Subcommittee on Department Operations, Nutrition, and
Foreign Agriculture held a hearing on the Food Stamp Program
and electronic benefit transfer (EBT) systems. The chairman of the
subcommittee, Bill Emerson, stated that during the 1995 debate on
welfare reform questions arose concerning EBT and the actions of
the Department of the Treasury that may limit the flexibility of
States to establish EBT systems. Therefore the subcommittee
scheduled a hearing to receive testimony from administration offi-
cials and others interested in the use of EBT systems in the Food
Stamp Program.

The witnesses included representatives from the Department of
the Treasury and the EBT Task Force who described the
administrations’s goals in implementing EBT. Representatives from
the Missouri Department of Social Services and the Maryland De-
partment of Human Resources testified about their States’ experi-
ence with EBT systems. Persons representing organizations that
assist States in the design of EBT systems and other groups also
testified. These witnesses represented the Unysis Corporation, Ap-
plied Systems Institute and the Hull House of Chicago, Illinois.

Representatives from retail food stores and organizations inter-
ested in EBT services in food stores testified about the operation
of EBT and the effect on persons using food benefits and the types
of food purchased.

June 8, 1995

The Subcommittee on Department Operations, Nutrition, and
Foreign Agriculture held a hearing on the Food Stamp Program
and the administration’s proposal included in the “Guidance of the
Administration” for the Farm Bill. The chairman of the subcommit-
tee, Bill Emerson, stated that while the committee had acted on re-
form of the Food Stamp Program earlier in the year, he intended
to work with the administration and take their proposals into con-
sideration.

The witnesses at the hearing included the Honorable Eni F. H.
Faleomavaega, from American Samoa. Mr. Faleomavaega testified
in support of the modified Food Stamp Program in American
Samoa. The Honorable Ellen Haas, Under Secretary for Food, Nu-
trition, and Consumer Services, described the administration’s pro-
posal for the Food Stamp Program to provide State flexibility, re-
duce food stamp regulations, improve the integrity of the program,
and enhance child support enforcement programs.

Other witnesses included representatives of organizations provid-
ing self-help services in communities, such as America the Beau-
tiful, Sustainable Food Center, and the Society of St. Andrew.

July 25, 1995

The Subcommittee on Department Operations, Nutrition, and
Foreign Agriculture held a hearing on the Food Stamp Program
and a bill (H.R. 236) introduced by the chairman of the subcommit-
tee, Bill Emerson concerning the use of food stamps to purchase vi-
tamins and minerals. Chairman Emerson stated that he introduced
H.R. 236 because he believes that persons receiving food stamps
should have the option to use their benefits to purchase vitamins
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and minerals. The Honorable William J. Martini and the Honor-
able Donald Payne testified in support of H.R. 236.

The Deputy Administrator of the Food Stamp Program and the
Director of USDA’s Center for Nutrition Policy and Promotion ex-
pressed reservations about H.R. 236.

Other witnesses offering testimony on the subject of the use of
food stamps to purchase vitamins and minerals included represent-
atives from the Council for Responsible Nutrition, the Department
of Food Science of Rutgers University, University of Texas Medical
Branch, Food Research and Action Center, and United Fresh Fruit
and Vegetable Association.

II—FULL COMMITTEE

The Committee on Agriculture met, pursuant to notice, on June
11, 1996, a quorum being present, to consider Title X and other re-
lated provisions of H.R. 3507 for its Recommendations to the Budg-
et Committee as provided in the Budget Resolution Instructions
contained in H.Con.Res. 178 with respect to the Reconciliation Bill
for Fiscal Year 1997 to be introduced by the Budget Committee.

The chairman called the meeting to order at 1:40 p.m. and made
a statement noting that H.R. 3507 was essentially the same bill
that was approved by the House on December 21, 1996, by a vote
of 245 yeas to 178 with one significant exception. The food stamp
funding cap had been eliminated as a concession to and at the re-
quest of the National Governor’s Association, the Clinton adminis-
tration, and the Secretary of Agriculture.

Ranking Minority Member de la Garza was recognized for a
statement, as were Mr. Emerson and Mr. LaHood.

The chairman laid before the committee his recommendations
proposed for Title X and related provisions of H.R. 3507 and then
asked Counsel to give a brief summary.

Thereafter, the chairman offered a technical, correcting and con-
forming amendment to Title X of H.R. 3507. The amendment was
adopted by a voice vote.

Mr. Emerson was then recognized to offer and explain an amend-
ment which would expand the definition of food eligible for pur-
chase with food stamp coupons to include vitamins and minerals
for home consumption. Discussion occurred on the amendment.

Mr. Condit was recognized to offer an amendment to the Emer-
son amendment which would require USDA to conduct a study on
the anticipated impact of the purchase of vitamins and minerals
with food stamps by recipients in the Food Stamp Program and re-
port to the committee by December 15, 1996. Discussion occurred
and Mr. Emerson noted that he was constrained to accept Mr.
Condit’s amendment. Mr. Volkmer noted that in the report accom-
panying H.R. 3603, the Agriculture, Rural Development, Food and
Drug Administration, and Related Agencies Appropriations Bill,
1997, there was language which he believed prohibited USDA from
conducting any studies within the food stamp, child nutrition, and
WIC programs during fiscal year 1997. The amendment was adopt-
ed by a voice vote.

Mr. Smith was then recognized to offer and explain an amend-
ment concerning the definition of food under the Food Stamp Act
of 1977 and those certain foods that would be ineligible for pur-
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chase with food stamps under his amendment. Discussion occurred,
and Mr. Emerson requested that Mr. Smith withdraw his amend-
ment so that hearings could be held on the issue. Mr. Smith then
requested by unanimous consent that report language be included
which would encourage USDA to conduct a study on whether or not
some items now considered eligible as food for purchase under the
Food Stamp Act of 1977 should be eliminated from that eligibility.
Acting Chairman Gunderson pointed out that report language
could encourage USDA to take certain actions, but that it could not
mandate USDA to do so. Without objection, the report language to
that effect was adopted and the amendment was withdrawn.

Mr. LaHood was recognized to offer and explain an amendment
concerning the application of anti-tying restrictions to nonbank
electronic benefit transfer (EBT) systems service providers that is
similar to a law that applies to banks. Mr. LaHood explained that
the amendment is intended to maintain competition among EBT
service providers of electronic benefit transfer systems and finan-
cial services. Discussion occurred, and by a voice vote, the amend-
ment was adopted.

Ms. Clayton was then recognized to offer and explain an amend-
ment which would require that the number of hours required for
work and training for able-bodied 18 to 50 year old persons with
no dependents must be determined by dividing the amount of food
stamp benefits by the minimum wage. Lengthy discussion occurred.

During the proceedings, the committee recessed at approximately
4:10 p.m. so Members could respond to votes on the House Floor.
The chairman returned at 4:45 p.m. and announced that the House
was now considering H.R. 3603, the Agriculture, Rural Develop-
ment, Food and Drug Administration, and Related Agencies Appro-
priations Bill, 1997, and that the committee would recess, to recon-
vene subject to the call of the Chair and that the Clayton amend-
ment would be the pending matter of business at that time.

On June 13, 1996 at 10:00 a.m. the committee reconvened to fin-
ish the consideration of Title X of H.R. 3507. The pending business
from the business meeting of June 11, 1996 was the Clayton
amendment as noted above. Chairman Roberts said that it was his
understanding that an agreement had been reached on a modified
amendment, and without objection, the pending Clayton amend-
ment was withdrawn.

Ms. Clayton was recognized to offer and then explain a similar
but modified amendment that would clarify in the definition of
“work program” the term “program of employment or training.” Ms.
Clayton noted that questions had been raised as to the use of the
conjunction “or” in the term “a program of employment or training”
and the requirement of a subsequent paragraph to participate in
20 hours per week in a work program. The question was whether
such 20 hours applied to a work activity as well as training pro-
gram.

Mr. Gunderson said that he had not had an opportunity to re-
view the revised amendment and that he was concerned about how
the amendment would be consistent with the actions taken by the
House Committee on Economic and Educational Opportunities on
June 12, 1996. The amendment was then passed over to give Mr.
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?llllnderson and other members an opportunity to review it care-
ully.

Ms. Clayton was then recognized to offer and explain an amend-
ment which would change the language in the text of the chair-
man’s recommendation from 4 months to 6 months the amount of
time that an able-bodied 18 to 50 year old person, with no depend-
ents, could receive food stamp benefits before being required to
comply with certain work requirements. Discussion occurred with
Chairman Roberts noting that the CBO had estimated that the
amendment would reduce the savings in the chairman’s rec-
ommendations by $885 million and he asked Ms. Clayton if she
would like to withdraw her amendment. Ms. Clayton requested a
vote, and by a voice vote the amendment was not adopted.

Mr. Gunderson was then recognized to discuss the Clayton modi-
fied amendment noted above which would clarify the definition of
“work program” as a program of employment and training. Mr.
Gunderson expressed concern that some States may be proceeding
on two tracks as they consider work and training programs, one for
food stamp recipients and one for AFDC recipients, and he sug-
gested that consolidation of these programs is a worthy goal. Dis-
cussion occurred and by a voice vote the Clayton amendment to
clarify the definition “work program” was adopted that substituted
the words “a program of employment and training.”

Mr. de la Garza was recognized to offer and explain a substitute
amendment to Title X of H.R. 3507. Discussion occurred with
Chairman Roberts noting that 55 percent of the food stamp reforms
in H.R. 3507 are identical to those in the administration’s bill of-
fered by the Ranking Minority member in his amendment and that
72 percent of the food stamp reforms in H.R. 3507 are either iden-
tical or similar to those in the administration’s bill so that there
is bipartisan support for many reforms.

The chairman described provisions that are significantly different
between H.R. 3507 and the de la Garza substitute amendment. He
also noted provisions that are included in H.R. 3507 but not in the
substitute amendment.

The chairman noted for the record that in H.R. 3507, but not in
the substitute, existing waiver authority is revised and authority is
provided to the Secretary to conduct pilot or experimental projects
and waive certain requirements of the Food Stamp Act as long as
such waivers for alternatives are consistent with the goals of the
program and provides food for needy families. Chairman Roberts
also stated that the de la Garza Substitute saved $18.4 billion,
while the savings for H.R. 3507 are $23 billion which would meet
the committee’s obligation under the Budget Resolution instruc-
tions.

Lengthy discussion occurred with Mr. Baldacci asking the admin-
istration representatives and staff what would happen to States
that had already been granted waivers and what would happen in
the future if the Food Stamp Act were amended as recommended
in the text under consideration.

Mrs. Thurman indicated that she wanted to work with the com-
mittee on two issues: the “able-bodied” work requirement program
relating to 18-50 year old persons and the vehicle allowance provi-
sions. Chairman Roberts suggested that the de la Garza Substitute
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would be considered first and then the committee would consider
other amendments on these issues.

After considerable discussion, the de la Garza Substitute, by a
voice vote, was not adopted.

Mr. Pomeroy was then recognized to offer and explain an amend-
ment which would retain a provision in current law that provides
that there would be no cap on the excess shelter deduction begin-
ning on January 1, 1997. H.R. 3507 would maintain current cap on
shelter deduction after December 31, 1996. He raised the problems
that arise in colder climates such as North Dakota. Discussion oc-
curred and the chairman noted that the Congressional Budget Of-
fice estimated that the amendment would cost $4 billion and that
Mr. Pomeroy offered no off-setting costs and that he (the chairman)
reluctantly must oppose the amendment. By a voice vote, the
amendment was not adopted. Mr. Pomeroy requested a rollcall
vote. By a recorded vote of 22 nays and 18 yeas, the Pomeroy
amendment was not adopted. See Rollcall Vote No. 1.

Mrs. Thurman was then recognized to offer and explain an
amendment on behalf of herself and Mrs. Clayton which would re-

uire annual indexing of the vehicle allowance from a base of
%4,600 for households with a working member or a member ac-
tively looking for work beginning October 1, 1996. Discussion oc-
curred, and it was noted that the cost of the amendment had been
roughly estimated by CBO to be $350 million. Mr. Smith offered a
verbal amendment to the Thurman amendment which would make
the annual indexing of the vehicle allowance discretionary and de-
pendent upon enactment of State law.

Mr. Volkmer raised the question of a point of order that no one
had seen the Smith amendment to the Thurman amendment and
that it was not in writing, and the amendment was laid aside to
give staff and others a chance to discuss and review the Smith
amendment.

Mr. Condit was then recognized to offer and explain an amend-
ment which would clarify that evidence adduced by USDA could be
used to support a finding of food stamp violations by stores. Such
evidence could come from on-site investigations, redemption data
and transaction reports from electronic benefit transfer systems.
Mr. Condit also noted that the amendment was proposed by USDA
and was not contained in H.R. 3507. Chairman Roberts stated that
although he thought the amendment was duplicative of permanent
law that he had no opposition to the amendment. By a voice vote,
the Condit amendment was adopted.

Mr. Stenholm was then recognized to offer and explain an
amendment to H.R. 3507 that would dedicate all savings from the
bill to deficit reduction. Chairman Roberts requested that Mr. Sten-
holm withdraw his amendment as it was susceptible to a point of
order as a nongermane amendment outside the jurisdiction of the
Committee on Agriculture. Without objection, Mr. Stenholm with-
drew his amendment.

Mr. Stenholm was also recognized to offer and explain an amend-
ment which was a sense of the committee to the effect that reduc-
tions in outlays resulting from the committee’s recommendations to
this title to be used for deficit reduction. By a voice vote, the Sten-
holm amendment was adopted.
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Discussion occurred about the conference process in 1995 regard-
ing the Deficit Reduction Act of 1995.

Mr. Smith was then recognized to withdraw his verbal amend-
ment to the Thurman-Clayton amendment concerning the indexing
of the wvehicle allowance. Further discussion occurred on the
amendment and Mrs. Thurman requested a rollcall vote. By a re-
corded vote of 21 nays and 20 yeas, the amendment was not adopt-
ed. See Rollcall Vote #2.

Mr. Farr was then recognized to offer and explain an amendment
which would mandate the Secretary of Agriculture and the Sec-
retary of Health and Human Services to report on the effect of the
Personal Responsibility and Work Opportunity Act and the ability
of State and local government to deal with people in poverty.
Chairman Roberts pointed out language in the report to accompany
H.R. 3603, the Agriculture, Rural Development, Food and Drug Ad-
ministration and Related Agencies Appropriations Bill of 1997
which prohibits USDA from conducting any studies within the food
stamp, child nutrition, and WIC programs during fiscal year 1997.
The chairman also stated that the Secretary of Health and Human
Services was not under the jurisdiction of the Committee on Agri-
culture. Chairman Roberts offered a verbal amendment to make
the amendment discretionary and apply it only to the Secretary of
Agriculture and the recommendations in H.R. 3507, Title X and re-
lated provisions. Without objection, the Roberts amendment to the
Farr amendment was accepted and by a voice vote the Farr amend-
ment was adopted.

Mr. Gunderson then moved that Title X and its related provi-
sions to food stamps contained in H.R. 3507, as amended, be sub-
mitted to the Budget Committee for its inclusion in the Reconcili-
ation package to be reported to the House by the Budget Commit-
tee in response to the instructions to this committee contained in
H.Con.Res. 178. By a voice vote the motion was accepted.

Chairman Roberts indicated that a letter had been sent to Mr.
de la Garza enclosing a copy of a letter from Budget Committee
Chairman Kasich advising that Minority Views could be submitted
to the Budget Committee as late as Monday, June 17.

Without objection, staff was given permission to make any nec-
essary technical, syntactical, clarifying, or conforming changes as
are appropriate without changing the substance of the legislation.

The meeting adjourned, subject to the call of the Chair.

RorLLcALL VOTES

In compliance with clause 2(1)(2)(B) of rule XI of the House of
Representatives, the committee sets forth the record of the follow-
ing rollcall votes taken with respect to consideration of the rec-
ommendations regarding the Reconciliation Bill for Fiscal Year
1997:

ROLLCALL NO. 1

Summary: To retain a provision in current law which provides
that there would no longer be a cap on the excess shelter deduction
after December 31, 1996,

Offered by: Mr. Pomeroy.
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Results: Failed by a rollcall vote: 18 yeas/22 nays.

Yeas: Cong. de la Garza, Cong. Brown, Cong. Stenholm, Cong.
Volkmer, Cong. Johnson, Cong. Dooley, Cong. Clayton, Cong.
Minge, Cong. Hilliard, Cong. Pomeroy, Cong. Holden, Cong.
Baesler, Cong. Thurman, Cong. Bishop, Cong. Thompson, Cong.
Farr, Cong. Pastor, and Cong. Baldacci.

Nays: Cong. Gunderson, Cong. Allard, Cong. Barrett, Cong.
Ewing, Cong. Doolittle, Cong. Goodlatte, Cong. Pombo, Cong.
Canady, Cong. Smith, Cong. Everett, Cong. Lucas, Cong. Lewis,
Cong. Baker, Cong. Crapo, Cong. Calvert, Cong. Chenoweth, Cong.
Hostettler, Cong. Bryant, Cong. Latham, Cong. Cooley, Cong.
LaHood, and Cong. Roberts, Chairman.

Not Voting: Cong. Emerson, Cong. Combest, Cong. Boehner,
Cong. Foley, Cong. Chambliss, Cong. Rose, Cong. Condit, and Cong.
Peterson.

ROLLCALL NO. 2

Summary: To require annual indexing of the vehicle allowance
for households with a working member or a member actively look-
ing for work.

Offered By: Mrs. Thurman and Mrs. Clayton.

Results: Failed by a rollcall vote: 20 yeas/21 nays.

Yeas: Cong. Cooley, Cong. de la Garza, Cong. Brown, Cong. Sten-
holm, Cong. Volkmer, Cong. Johnson, Cong. Condit, Cong. Peter-
son, Cong. Dooley, Cong. Minge, Cong. Hilliard, Cong. Pomeroy,
Cong. Holden, Cong. Baesler, Cong. Thurman, Cong. Bishop, Cong.
Thompson, Cong. Farr, Cong. Pastor, and Cong. Baldacci.

Nays: Cong. Gunderson, Cong. Allard, Cong. Barrett, Cong.
Ewing, Cong. Goodlatte, Cong. Pombo, Cong. Canady, Cong. Smith,
Cong. Everett, Cong. Lucas, Cong. Lewis Cong. Baker, Cong.
Crapo, Cong. Calvert, Cong. Chenoweth, Cong. Hostettler, Cong.
Bryant, Cong. Latham, Cong. Chambliss, Cong. LaHood, and Cong.
Roberts, Chairman.

Not voting: Cong. Emerson, Cong. Combest, Cong. Boehner,
Cong. Doolittle, Cong. Foley, Cong. Rose, and Cong. Clayton.

BUDGET AcT COMPLIANCE (SECTION 308 AND SECTION 403)

The provisions of clause 2(1)(3)(B) of Rule XI of the Rules of the
House of Representatives and section 308(a) of the Congressional
Budget Act of 1974 (relating to estimates of new budget authority,
new spending authority, or new credit authority, or increased or
decreased revenues or tax expenditures) are not considered applica-
ble. The estimate and comparison required to be prepared by the
Director of the Congressional Budget Office under clause 2(1)(C)(3)
of Rule XI of the Rules of the House of Representatives and section
403 of the Congressional Budget Act of 1974 is as follows: [See con-
solidated Congressional Budget Office Cost Estimate on page
1931.]



101

INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(1)(4) of Rule XI of the Rules of the House
of Representatives, the committee estimates that enactment of the
chairman’s recommendations of the Committee on Agriculture with
respect to the reconciliation bill for fiscal year 1997 will have no
inflationary impact on the national economy.

OVERSIGHT STATEMENT

No summary of oversight findings and recommendations made by
the Committee on Government Reform and Oversight under clause
2(1)(3)(D) of Rule XI of the Rules of the House of Representatives
was available to the committee with reference to the subject matter
specifically addressed by the chairman’s recommendations of the
Committee on Agriculture with respect to the reconciliation bill for
fiscal year 1997.

No specific oversight activities other than the hearings detailed
in this report were conducted by the committee within the defini-
tion of clause 2(b)(1) of Rule X of the Rules of the House of Rep-
resentatives.

CONGRESSIONAL BUDGET OFFICE ESTIMATE

Pursuant to clause 2(1)(3)(C) of rule XI of the Rules of the House
of Representatives, the following is the cost estimate provided by
the Congressional Budget Office pursuant to section 403 of the
Congressional Budget Act of 1974. [See consolidated Congressional
Budget Office Cost Estimate on page 1940.]

CHANGES IN EXISTING LAW MADE BY TITLE I OF THE BILL, AS
REPORTED

In compliance with clause 3 of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italics,
existing law in which no change is proposed is shown in roman):

FOOD STAMP ACT OF 1977

* * * * * * *
DEFINITIONS
SEC. 3. As used in this Act, the term:
(a) * ok ok
% * * * % * *

(c) “Certification period” means the period for which house-
holds shall be eligible to receive authorization cards. [Except as
provided in section 6(c)(1)(C), for those households that are re-
quired to submit periodic reports under section 6(c)(1) of this Act,
the certification period shall be at least six months but no longer
than twelve months except that the foregoing limits on the certifi-
cation period may, with the approval of the Secretary, be waived
by a State agency for certain categories of households where such
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waiver will improve the administration of the program. For house-
holds that are not required to submit periodic reports, the certifi-
cation period shall be determined as follows:

[(1) In the case of a household all of whose members are
included in a federally aided public assistance or general as-
sistance grant, the period shall coincide with the period of such
grant.

[(2) In the case of all other households, the period shall be
not less than three months: Provided, That such period may be
up to twelve months for any household consisting entirely of
unemployable or elderly or primarily self-employed persons, or
as short as circumstances require for those households as to
which there is a substantial likelihood of frequent changes in
income or household status, and for any household on initial
certification, as determined by the Secretary. The maximum
limit of twelve months for such period under the foregoing pro-
viso may be waived by the Secretary where such waiver will
improve the administration of the program.l The certification
period shall not exceed 12 months, except that the certification
period may be up to 24 months if all adult household members
are elderly or disabled. A State agency shall have at least 1
contact with each certified household every 12 months.

(d) “Coupon” means any coupon, stamp, [or type of certificatel
type of certificate, authorization card, cash or check issued in lieu
of a coupon, or an access device, including an electronic benefit
transfer card or personal identification number, issued pursuant to
the provisions of this Act.

* * & * * * &

(1) “Household” means (1) an individual who lives alone or who,
while living with others, customarily purchases food and prepares
meals for home consumption separate and apart from the others,
or (2) a group of individuals who live together and customarily pur-
chase food and prepare meals together for home consumption.
Spouses who live together, parents and their children 21 years of
age or younger [(who are not themselves parents living with their
children or married and living with their spouses)] who live to-
gether, and children (excluding foster children) under 18 years of
age who live with and are under the parental control of a person
other than their parent together with the person exercising paren-
tal control shall be treated as a group of individuals who customar-
ily purchase and prepare meals together for home consumption
even if they do not do so. Notwithstanding the preceding sentences,
an individual who lives with others, who is sixty years of age or
older, and who is unable to purchase food and prepare meals be-
cause such individual suffers, as certified by a licensed physician,
from a disability which would be considered a permanent disability
under section 221(i) of the Social Security Act (42 U.S.C. 421(3)) or
from a severe, permanent, and disabling physical or mental infir-
mity which is not symptomatic of a disease shall be considered, to-
gether with any of the others who is the spouse of such individual,
an individual household, without regard to the purchase of food
and preparation of meals, if the income (as determined under sec-
tion 5(d)) of the others, excluding the spouse, does not exceed the
poverty line, as described in section 5(c)(1), by more than 65 per
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centum. Notwithstanding the preceding sentences, a State may es-
tablish criteria that prescribe when individuals who live together,
and who would be allowed to participate as separate households
under the preceding sentences, shall be considered a single house-
hold, without regard to the common purchase of food and prepara-
tion of meals. In no event shall any individual or group of individ-
uals constitute a household if they reside in an institution or
boarding house, or else live with others and pay compensation to
the others for meals. For the purposes of this subsection, residents
of federally subsidized housing for the elderly, disabled or blind re-
cipients of benefits under title I, II, X, XIV, or XVI of the Social
Security Act, or are individuals described in paragraphs (2)
through (7) of subsection (r), who are residents in a public or pri-
vate nonprofit group living arrangement that serves no more than
sixteen residents and is certified by the appropriate State agency
or agencies under regulations issued under section 1616(e) of the
Social Security Act or under standards determined by the Secretary
to be comparable to standards implemented by appropriate State
agencies under such section, temporary residents of public or pri-
vate nonprofit shelters for battered women and children, residents
of public or private nonprofit shelters for individuals who do not re-
side in permanent dwellings or have no fixed mailing addresses,
who are otherwise eligible for coupons, and narcotics addicts or al-
coholics, together with their children, who live under the super-
vision of a private nonprofit institution, or a publicly operated com-
munity mental health center, for the purpose of regular participa-
tion in a drug or alcoholic treatment program shall not be consid-
ered residents of institutions and shall be considered individual
households.

* * * * * * *

(o) “Thrifty food plan” means the diet required to feed a family
of four persons consisting of a man and a woman twenty through
fifty, a child six through eight, and a child nine through eleven
years of age, determined in accordance with the Secretary’s calcula-
tions. The cost of such diet shall be the basis for uniform allot-
ments for all households regardless of their actual composition, ex-
cept that the Secretary [shall (1) make] shall—

(1) make household-size adjustments (based on the
unrounded cost of such diet) taking into account economies of
[scale, (2) make] scale;

(2) make cost adjustments in the thrifty food plan for Ha-
waii and the urban and rural parts of Alaska to reflect the cost
of food in Hawaii and urban and rural [Alaska, (3) make]
Alaska;

(3) make cost adjustments in the separate thrifty food
plans for Guam, and the Virgin Islands of the United States
to reflect the cost of food in those States, but not to exceed the
cost of food in the fifty States and the District of [Columbia,
(4) through January 1, 1980, adjust the cost of such diet every
January 1 and July 1 to the nearest dollar increment to reflect
changes in the cost of the thrifty food plan for the six months
ending the preceding September 30 and March 31, respec-
tively, (5) on January 1, 1981, adjust the cost of such diet to
the nearest dollar increment to reflect changes in the cost of
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the thrifty food plan for the twelve months ending the preced-
ing September 30, (6) on October 1, 1982, adjust the cost of
such diet to reflect changes in the cost of the thrifty food plan
for the twenty-one months ending June 30, 1982, reduce the
cost of such diet by 1 percent, and round the result to the near-
est lower dollar increment for each household size, (7) on Octo-
ber 1, 1983, and October 1, 1984, adjust the cost of such diet
to reflect changes in the cost of the thrifty food plan for the
twelve months ending the preceding June 30, reduce the cost
of such diet by 1 per centum, and round the result to the near-
est lower dollar increment for each household size, (8) on Octo-
ber 1, 1985, and each October 1 thereafter through October 1,
1987, adjust the cost of such diet to reflect changes in the cost
of the thrifty food plan for the twelve months ending the pre-
ceding June 30 and round the result to the nearest lower dollar
increment for each household size, (9) on October 1, 1988, ad-
just the cost of such diet to reflect 100.65 percent of the cost
of the thrifty food plan in the preceding June, and round the
result to the nearest lower dollar increment for each household
size, (10) on October 1, 1989, adjust the cost of such diet to re-
flect 102.05 percent of the cost, in the preceding June (without
regard to the adjustment made under clause (9)), of the then
most recent thrifty food plan as determined by the Secretary
or the cost of the thrifty food plan in effect on the date of en-
actment of the Hunger Prevention Act of 1988, whichever is
greater, and round the result to the nearest lower dollar incre-
ment for each household size, and (11) on October 1, 1990, and
each October 1 thereafter, adjust the cost of such diet to reflect
103 percent of the cost, in the preceding June (without regard
to any previous adjustment made under clause (9), (10), or this
clause), of the then most recent thrifty food plan as determined
by the Secretary or the cost of the thrifty food plan in effect
on the date of enactment of the Hunger Prevention Act of
1988, whichever is greater, and round the result to the nearest
lower dollar increment for each household size, except that on
October 1, 1992, and (in the case of households residing in
Alaska) on October 1, 1994, the Secretary may not reduce the
cost of such diet.] Columbia; and

(4) on October 1, 1996, and each October 1 thereafter, ad-
just the cost of the diet to reflect the cost of the diet, in the pre-
ceding June, and round the result to the nearest lower dollar
increment for each household size, except that on October 1,
1996, the Secretary may not reduce the cost of the diet in effect
on September 30, 1996.

* * * & * * *k

(s) “Homeless individual” means—

(1) an individual who lacks a fixed and regular nighttime
residence; or

(2) an individual who has a primary nighttime residence
that is—

(A) a supervised publicly or privately operated shelter
(including a welfare hotel or congregate shelter) designed
to provide temporary living accommodations;
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(B) an institution that provides a temporary residence
for individuals intended to be institutionalized;

(C) a temporary accommodation for not more than 90
days in the residence of another individual; or

(D) a public or private place not designed for, or ordi-
narily used as, a regular sleeping accommodation for
human beings.

* * & * * * *

ELIGIBLE HOUSEHOLDS

SEC. 5. (a) * * *

[(b) The Secretaryl

(b) ELIGIBILITY STANDARDS.—Except as otherwise provided in
this Act, the Secretary shall establish uniform national standards
of eligibility (other than the income standards for Alaska, Hawaii,
Guam, and the Virgin Islands of the United States established in
accordance with subsections (c¢) and (e) of this section) for participa-
tion by households in the food stamp program in accordance with
the provisions of this section. No plan of operation submitted by a
State agency shall be approved unless the standards of eligibility
meet those established by the Secretary, and no State agency shall
impose any other standards of eligibility as a condition for partici-
pating in the program.

* * & * * * &

(d) Household income for purposes of the food stamp program
shall include all income from whatever source excluding only (1)
any gain or benefit which is not in the form of money payable di-
rectly to a household (notwithstanding its conversion in whole or
in part to direct payments to households pursuant to any dem-
onstration project carried out or authorized under Federal law in-
cluding demonstration projects created by the waiver of provisions
of Federal law), except as provided in subsection (k), (2) any income
in the certification period which is received too infrequently or ir-
regularly to be reasonably anticipated, but not in excess of $30 in
a quarter, subject to modification by the Secretary in light of sub-
section (f), (3) all educational loans on which payment is deferred,
grants, scholarships, fellowships, veterans’ educational benefits,
and the like (A) awarded to a household member enrolled at a rec-
ognized institution of post-secondary education, at a school for the
handicapped, in a vocational education program, or in a program
that provides for completion of a secondary school diploma or ob-
taining the equivalent thereof, (B) to the extent that they do not
exceed the amount used for or made available as an allowance de-
termined by such school, institution, program, or other grantor, for
tuition and mandatory fees (including the rental or purchase of any
equipment, materials, and supplies related to the pursuit of the
course of study involved), books, supplies, transportation, and other
miscellaneous personal expenses (other than living expenses), of
the student incidental to attending such school, institution, or pro-
gram, and (C) to the extent loans include any origination fees and
insurance premiums, (4) all loans other than educational loans on
which repayment is deferred, (5) reimbursements which do not ex-
ceed expenses actually incurred and which do not represent a gain
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or benefit to the household and any allowance a State agency pro-
vides no more frequently than annually to families with children
on the occasion of those children’s entering or returning to school
or child care for the purpose of obtaining school clothes (except that
no such allowance shall be excluded if the State agency reduces
monthly assistance to families with dependent children under part
A of title IV of the Social Security Act (42 U.S.C. 601 et seq.) in
the month for which the allowance is provided): Provided, That no
portion of benefits provided under title IV-A of the Social Security
Act, to the extent it is attributable to an adjustment for work-relat-
ed or child care expenses (except for payments or reimbursements
for such expenses made under an employment, education, or train-
ing program initiated under such title after the date of enactment
of the Hunger Prevention Act of 1988, and no portion of any edu-
cational loan on which payment is deferred, grant, scholarship, fel-
lowship, veterans’ benefits, and the like that are provided for living
expenses, shall be considered such reimbursement, (6) moneys re-
ceived and used for the care and maintenance of a third-party ben-
eficiary who is not a household member, (7) income earned by a
child who is a member of the household, who is an elementary or
secondary school student, and who is [21] 19 years of age or
younger, (8) moneys received in the form of nonrecurring lump-sum
payments, including, but not limited to, income tax refunds, re-
bates, or credits, cash donations based on need that are received
from one or more private nonprofit charitable organizations, but
not in excess of $300 in the aggregate in a quarter, retroactive
lump-sum social security or railroad retirement pension payments
and retroactive lump-sum insurance settlements: Provided, That
such payments shall be counted as resources, unless specifically ex-
cluded by other laws, (9) the cost of producing self-employed in-
come, but household income that otherwise is included under this
subsection shall be reduced by the extent that the cost of producing
self-employment income exceeds the income derived from self-em-
ployment as a farmer, (10) any income that any other Federal law
specifically excludes from consideration as income for purposes of
determining eligibility for the food stamp program except as other-
wise provided in subsection (k) of this section, [(11) any payments
or allowances made for the purpose of providing energy assistance
(A) under any Federal law, or (B) under any State or local laws,
designated by the State or local legislative body authorizing such
payments or allowances as energy assistance, and determined by
the Secretary to be calculated as if provided by the State or local
government involved on a seasonal basis for an aggregate period
not to exceed six months in any year even if such payments or al-
lowances (including tax credits) are not provided on a seasonal
basis because it would be administratively infeasible or impractica-
ble to do so,1 (11) a I-time payment or allowance made under a
Federal or State law for the costs of weatherization or emergency re-
pair or replacement of an unsafe or inoperative furnace or other
heating or cooling device, (12) through September 30 of any fiscal
year, any increase in income attributable to a cost-of-living adjust-
ment made on or after July 1 of such fiscal year under title II or
XVI of the Social Security Act (42 U.S.C. 401 et seq.), section
3(a)(1) of the Railroad Retirement Act of 1974 (45 U.S.C.
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231b(a)(1)), or section 3112 of title 38, United States Code, if the
household was certified as eligible to participate in the food stamp
program or received an allotment in the month immediately pre-
ceding the first month in which the adjustment was effective, (13)
at the option of a State agency and subject to subsection (m), child
support payments that are excluded under section 402(a)(8)(A)(vi)
of the Social Security Act (42 U.S.C. 602(a)(8)(A)(vi)), (14) any pay-
ment made to the household under section 3507 of the Internal
Revenue Code of 1986 (relating to advance payment of earned in-
come credit), (15) any payment made to the household under sec-
tion 6(d)(4)(I) for work related expenses or for dependent care, and
(16) any amounts necessary for the fulfillment of a plan for achiev-
ing self-support of a household member as provided under subpara-
graph (A)(i1) or (B)(iv) of section 1612(b)(4) of the Social Security
Act (42 U.S.C. 1382a(b)(4)).

[(e) In computing household income for purposes of determin-
ing eligibility and benefit levels for households containing an elder-
ly or disabled member and determining benefit levels only for all
other households, the Secretary shall allow a standard deduction of
$85 a month for each household, except that households in Alaska,
Hawaii, Guam, and the Virgin Islands of the United States shall
be allowed a standard deduction of $145, $120, $170, and $75, re-
spectively. Such standard deductions shall be adjusted (1) on Octo-
ber 1, 1983, to the nearest lower dollar increment to reflect changes
in the Consumer Price Index for all urban consumers published by
the Bureau of Labor Statistics, for items other than food and the
homeowners’ costs and maintenance and repair component of shel-
ter costs, as appropriately adjusted by the Bureau of Labor Statis-
tics after consultation with the Secretary, for the fifteen months
ending the preceding March 31, (2) on October 1, 1984, to the near-
est lower dollar increment to reflect such changes for the fifteen
months ending the preceding June 30, (3) on October 1, 1985, and
October 1, 1986, to the nearest lower dollar increment to reflect
such changes for the twelve months ending the preceding June 30,
and (4) on October 1, 1987, and each October 1 thereafter, to the
nearest lower dollar increment to reflect changes in the Consumer
Price Index for all urban consumers published by the Bureau of
Labor Statistics, for items other than food, for the twelve months
ending the preceding June 30. All households with earned income
shall be allowed an additional deduction of 20 per centum of all
earned income (other than that excluded by subsection (d) of this
section), to compensate for taxes, other mandatory deductions from
salary, and work expenses, except that such additional deduction
shall not be allowed with respect to earned income that a house-
hold willfully or fraudulently fails (as proven in a proceeding pro-
vided for in section 6(b)) to report in a timely manner. Households,
other than those households containing an elderly or disabled
member, shall also be entitled, with respect to expenses other than
expenses paid on behalf of the household by a third party, amounts
made available and excluded for the expenses under subsection
(d)(3), and expenses that are paid under section 6(d)(4)(I) for de-
pendent care, to (1) a dependent care deduction, the maximum al-
lowable level of which shall be $200 a month for each dependent
child under 2 years of age and $175 a month for each other depend-
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ent, for the actual cost of payments necessary for the care of a de-
pendent when such care enables a household member to accept or
continue employment, or training or education which is pre-
paratory for employment and (2) an excess shelter expense deduc-
tion to the extent that the monthly amount expended by a house-
hold for shelter exceeds an amount equal to 50 per centum of
monthly household income after all other applicable deductions
have been allowed. In the 15-month period ending September 30,
1995, such excess shelter expense deduction shall not exceed $231
a month in the 48 contiguous States and the District of Columbia,
and shall not exceed, in Alaska, Hawaii, Guam, and the Virgin Is-
lands of the United States, $402, $330, $280, and $171 a month,
respectively. In the 15-month period ending December 31, 1996,
such excess shelter expense deduction shall not exceed $247 a
month in the 48 contiguous States and the District of Columbia,
and shall not exceed, in Alaska, Hawaii, Guam, and the Virgin Is-
lands of the United States, $429, $353, $300, and $182 a month,
respectively. In computing the excess shelter expense deduction, a
State agency may use a standard utility allowance in accordance
with regulations promulgated by the Secretary, except that a State
agency may use an allowance which does not fluctuate within a
year to reflect seasonal variations. An allowance for a heating or
cooling expense may not be used for a household that does not
incur a heating or cooling expense, as the case may be, or does
incur a heating or cooling expense but is located in a public hous-
ing unit which has central utility meters and charges households,
with regard to such expense, only for excess utility costs. No such
allowance may be used for a household that shares such expense
with, and lives with, another individual not participating in the
food stamp program, another household participating in the food
stamp program, or both, unless the allowance is prorated between
the household and the other individual, household, or both. If a
State agency elects to use a standard utility allowance that reflects
heating or cooling costs, it shall be made available to households
receiving a payment, or on behalf of which a payment is made,
under the Low-Income Home Energy Assistance Act of 1981 (42
U.S.C. 8621 et seq.) or other similar energy assistance program,
provided that the household still incurs out-of-pocket heating or
cooling expenses. A State agency may use a separate standard util-
ity allowance for households on behalf of which such payment is
made, but may not be required to do so. A State agency not elect-
ing to use a separate allowance, and making a single standard util-
ity allowance available to households incurring heating or cooling
expenses (other than households described in the sixth sentence of
this subsection) may not be required to reduce such allowance due
to the provision (direct or indirect) of assistance under the Low-In-
come Home Energy Assistance Act of 1981. For purposes of the
food stamp program, assistance provided under the Low-Income
Home Energy Assistance Act of 1981 shall be considered to be pro-
rated over the entire heating or cooling season for which it was
provided. A State agency shall allow a household to switch between
any standard utility allowance and a deduction based on its actual
utility costs at the end of any certification period and up to one ad-
ditional time during each twelve-month period. Households con-
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taining an elderly or disabled member shall also be entitled, with
respect to expenses other than expenses paid on behalf of the
household by a third party, to—

[(A) an excess medical expense deduction for that portion
of the actual cost of allowable medical expenses, incurred by el-
derly or disabled members, exclusive of special diets, that ex-
ceed $35 a month;

[(B) a dependent care deduction, the maximum allowable
level of which shall be the same as that contained in clause (1)
of the fourth sentence of this subsection, for the actual cost of
payments necessary for the care of a dependent, regardless of
the dependent’s age, when such care enables a household mem-
ber to accept or continue employment, or training or education
that is preparatory for employment; and

[(C) an excess shelter expense deduction to the extent that
the monthly amount expended by a household for shelter ex-
ceeds an amount equal to 50 per centum of monthly household
income after all other applicable deductions have been allowed.

State agencies shall offer eligible households a method of claiming
a deduction for recurring medical expenses that are initially veri-
fied under the excess medical expense deduction provided for in
subparagraph (A), in lieu of submitting information or verification
on actual expenses on a monthly basis. The method described in
the preceding sentence shall be designed to minimize the adminis-
trative burden for eligible elderly and disabled household members
choosing to deduct their recurrent medical expenses pursuant to
such method, shall rely on reasonable estimates of the member’s
expected medical expenses for the certification period (including
changes that can be reasonably anticipated based on available in-
formation about the member’s medical condition, public or private
medical insurance coverage, and the current verified medical ex-
penses incurred by the member), and shall not require further re-
porting or verification of a change in medical expenses if such a
change has been anticipated for the certification period. Before de-
termining the excess shelter expense deduction, all households
shall be entitled to a deduction for child support payments made
by a household member to or for an individual who is not a mem-
ber of the household if such household member was legally obli-
gated to make such payments, except that the Secretary is author-
ized to prescribe by regulation the methods, including calculation
on a retrospective basis, that State agencies shall use to determine
the amount of the deduction for child support payments.]
(e) DEDUCTIONS FROM INCOME.—

(1) STANDARD DEDUCTION.—The Secretary shall allow a
standard deduction for each household in the 48 contiguous
States and the District of Columbia, Alaska, Hawaii, Guam,
and the Virgin Islands of the United States of $134, $229, $189,
$269, and $118, respectively.

(2) EARNED INCOME DEDUCTION.—

(A) DEFINITION OF EARNED INCOME.—In this para-
graph, the term “earned income” does not include income
excluded by subsection (d) or any portion of income earned
under a work supplementation or support program, as de-
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fined under section 16(b), that is attributable to public as-

sistance.

(B) DEDUCTION.—Except as provided in subparagraph
(C), a household with earned income shall be allowed a de-
duction of 20 percent of all earned income to compensate
for taxes, other mandatory deductions from salary, and
work expenses.

(C) ExCEPTION.—The deduction described in subpara-
graph (B) shall not be allowed with respect to determining
an overissuance due to the failure of a household to report
earned income in a timely manner.

(3) DEPENDENT CARE DEDUCTION.—

(A) IN GENERAL.—A household shall be entitled, with
respect to expenses (other than excluded expenses described
in subparagraph (B)) for dependent care, to a dependent
care deduction, the maximum allowable level of which
shall be $200 per month for each dependent child under 2
years of age and $175 per month for each other dependent,
for the actual cost of payments necessary for the care of a
dependent if the care enables a household member to accept
or continue employment, or training or education that is
preparatory for employment.

(B) EXCLUDED EXPENSES.—The excluded expenses re-
ferred to in subparagraph (A) are—

(i) expenses paid on behalf of the household by a
third party;

(it) amounts made available and excluded for the
expenses referred to in subparagraph (A) under sub-
section (d)(3); and

(iii) expenses that are paid under section 6(d)(4).

(4) DEDUCTION FOR CHILD SUPPORT PAYMENTS.—

(A) IN GENERAL.—A household shall be entitled to a de-
duction for child support payments made by a household
member to or for an individual who is not a member of the
household if the household member is legally obligated to
make the payments.

(B) METHODS FOR DETERMINING AMOUNT.—The Sec-
retary may prescribe by regulation the methods, including
calculation on a retrospective basis, that a State agency
shall use to determine the amount of the deduction for
child support payments.

(6) HOMELESS SHELTER ALLOWANCE.—A State agency may
develop a standard homeless shelter allowance, which shall not
exceed $143 per month, for such expenses as may reasonably be
expected to be incurred by households in which all members are
homeless individuals but are not receiving free shelter through-
out the month. A State agency that develops the allowance may
use the allowance in determining eligibility and allotments for
the households, except that the State agency may prohibit the
use of the allowance for households with extremely low shelter
costs.

(6) EXCESS MEDICAL EXPENSE DEDUCTION.—

(A) IN GENERAL.—A household containing an elderly or
disabled member shall be entitled, with respect to expenses
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other than expenses paid on behalf of the household by a
third party, to an excess medical expense deduction for the
portion of the actual costs of allowable medical expenses,
incurred by the elderly or disabled member, exclusive of
special diets, that exceeds $35 per month.

(B) METHOD OF CLAIMING DEDUCTION.—

(i) IN GENERAL.—A State agency shall offer an eli-
gible household under subparagraph (A) a method of
claiming a deduction for recurring medical expenses
that are initially verified under the excess medical ex-
pense deduction in lieu of submitting information or
verification on actual expenses on a monthly basis.

. ll(ii) METHOD.—The method described in clause (i)
shall—

(I) be designed to minimize the burden for the
eligible elderly or disabled household member
choosing to deduct the recurrent medical expenses
of the member pursuant to the method;

(II) rely on reasonable estimates of the ex-
pected medical expenses of the member for the cer-
tification period (including changes that can be
reasonably anticipated based on available infor-
mation about the medical condition of the member,
public or private medical insurance coverage, and
the current verified medical expenses incurred by
the member); and

(II1) not require further reporting or verifica-
tion of a change in medical expenses if such a
change has been anticipated for the certification
period.

(7) EXCESS SHELTER EXPENSE DEDUCTION.—

(A) IN GENERAL.—A household shall be entitled, with
respect to expenses other than expenses paid on behalf of
the household by a third party, to an excess shelter expense
deduction to the extent that the monthly amount expended
by a household for shelter exceeds an amount equal to 50
percent of monthly household income after all other appli-
cable deductions have been allowed.

(B) MAXIMUM AMOUNT OF DEDUCTION.—In the case of
a household that does not contain an elderly or disabled in-
dividual, the excess shelter expense deduction shall not ex-
ceed—

(i) in the 48 contiguous States and the District of
Columbia, $247 per month; and

(i) in Alaska, Hawaii, Guam, and the Virgin Is-
lands of the United States, $429, $353, $300, and $182
per month, respectively.

(C) STANDARD UTILITY ALLOWANCE.—

(i) IN GENERAL.—In computing the excess shelter
expense deduction, a State agency may use a standard
utility allowance in accordance with regulations pro-
mulgated by the Secretary, except that a State agency
may use an allowance that does not fluctuate within a
year to reflect seasonal variations.
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(i1) RESTRICTIONS ON HEATING AND COOLING EX-
PENSES.—An allowance for a heating or cooling ex-
p;;:'nse may not be used in the case of a household
that—

(D) does not incur a heating or cooling expense,
as the case may be;

(ID) does incur a heating or cooling expense but
is located in a public housing unit that has central
utility meters and charges households, with regard
to the expense, only for excess utility costs; or

(I1I) shares the expense with, and lives with,
another individual not participating in the food
stamp program, another household participating
in the food stamp program, or both, unless the al-
lowance is prorated between the household and the
other individual, household, or both.

(iii) MANDATORY ALLOWANCE.—

(I) IN GENERAL.—A State agency may make
the use of a standard utility allowance mandatory
for all households with qualifying utility costs if—

(aa) the State agency has developed 1 or
more standards that include the cost of heat-
ing and cooling and 1 or more standards that
do é’LOt include the cost of heating and cooling;
an

(bb) the Secretary finds that the standards
will not result in an increased cost to the Sec-
retary.

(II) HOUSEHOLD ELECTION.—A State agency
that has not made the use of a standard utility al-
lowance mandatory under subclause (I) shall allow
a household to switch, at the end of a certification
period, between the standard utility allowance and
a deduction based on the actual utility costs of the
household.

(iv) AVAILABILITY OF ALLOWANCE TO RECIPIENTS OF
ENERGY ASSISTANCE.—

() IN GENERAL.—Subject to subclause (II), if a
State agency elects to use a standard utility allow-
ance that reflects heating or cooling costs, the
standard utility allowance shall be made available
to households receiving a payment, or on behalf of
which a payment is made, under the Low-Income
Home Energy Assistance Act of 1981 (42 U.S.C.
8621 et seq.) or other similar energy assistance
program, if the household still incurs out-of-pocket
heating or cooling expenses in excess of any assist-
ance paid on behalf of the household to an energy
provider.

(II) SEPARATE ALLOWANCE.—A State agency
may use a separate standard utility allowance for
households on behalf of which a payment de-
scribed in subclause (I) is made, but may not be re-
quired to do so.
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(III) STATES NOT ELECTING TO USE SEPARATE
ALLOWANCE.—A State agency that does not elect to
use a separate allowance but makes a single stand-
ard utility allowance available to households in-
curring heating or cooling expenses (other than a
household described in subclause (I) or (II) of sub-
paragraph (C)(it)) may not be required to reduce
the allowance due to the provision (directly or indi-
rectly) of assistance under the Low-Income Home
Ene)rgy Assistance Act of 1981 (42 U.S.C. 8621 et
seq.).

(IV) PRORATION OF ASSISTANCE.—For the pur-
pose of the food stamp program, assistance pro-
vided under the Low-Income Home Energy Assist-
ance Act of 1981 (42 U.S.C. 8621 et seq.) shall be
considered to be prorated over the entire heating or

cooling season for which the assistance was pro-
vided.

* * * * * * *

(g)(1) * * *

[(2) The Secretary shall, in prescribing inclusions in, and ex-
clusions from, financial resources, follow the regulations in force as
of June 1, 1982 (other than those relating to licensed vehicles and
inaccessible resources), and shall, in addition, include in financial
resources any boats, snowmobiles, and airplanes used for rec-
reational purposes, any vacation homes, any mobile homes used
primarily for vacation purposes, any licensed vehicle (other than
one used to produce earned income or that is necessary for trans-
portation of a physically disabled household member and any other
property, real or personal, to the extent that it is directly related
to the maintenance or use of such vehicle) used for household
transportation or used to obtain or continue employment to the ex-
tent that the fair market value of any such vehicle exceeds a level
set by the Secretary, which shall be $4,500 through August 31,
1994, $4,550 beginning September 1, 1994, through September 30,
1995, $4,600 beginning October 1, 1995, through September 30,
1996, and $5,000 beginning October 1, 1996, as adjusted on such
date and on each October 1 thereafter to reflect changes in the new
car component of the Consumer Price Index for All Urban Consum-
ers published by the Bureau of Labor Statistics for the 12-month
period ending on June 30 preceding the date of such adjustment
and rounded to the nearest $50, and, regardless of whether there
is a penalty for early withdrawal, any savings or retirement ac-
counts (including individual accounts). The Secretary shall exclude
from financial resources the value of a vehicle that a household de-
pends upon to carry fuel for heating or water for home use when
such transported fuel or water is the primary source of fuel or
water for the household.]

(2) INCLUDED ASSETS.—

(A) IN GENERAL.—Subject to the other provisions of this
paragraph, the Secretary shall, in prescribing inclusions in,
and exclusions from, financial resources, follow the regula-
tions in force as of June 1, 1982 (other than those relating
to licensed vehicles and inaccessible resources).
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(B) ADDITIONAL INCLUDED ASSETS.—The Secretary
shall include in financial resources—

(i) any boat, snowmobile, or airplane used for rec-
reational purposes;

(i) any vacation home;

(iit) any mobile home used primarily for vacation
purposes;

(iv) subject to subparagraph (C), any licensed vehi-
cle that is used for household transportation or to ob-
tain or continue employment to the extent that the fair
market value of the vehicle exceeds $4,600; and

(v) any savings or retirement account (including
an individual account), regardless of whether there is
a penalty for early withdrawal.

(C) EXCLUDED VEHICLES.—A vehicle (and any other
property, real or personal, to the extent the property is di-
rectly related to the maintenance or use of the vehicle) shall
not be included in financial resources under this paragraph
if the vehicle is—

(i) used to produce earned income;

(ii) necessary for the transportation of a physically
disabled household member; or

(iii) depended on by a household to carry fuel for
heating or water for home use and provides the pri-

mary source of fuel or water, respectively, for the
household.

* * & * * * &

(k)(1) For purposes of subsection (d)(1), except as provided in
paragraph (2), assistance provided to a third party on behalf of a
household by a State or local government shall be considered
money payable directly to the household if the assistance is pro-
vided in lieu of—

(A) a regular benefit payable to the household for living ex-
penses under a State [plan for aid to families with dependent
children approved] program funded under part A of title IV of
the Social Security Act (42 U.S.C. 601 et seq.); or

(B) a benefit payable to the household for housing
expensesl, not including energy or utility-cost assistance,l
under—

(i) a State or local general assistance program; or
(ii) another basic assistance program comparable to
general assistance (as determined by the Secretary).

(2) Paragraph (1) shall not apply to—

(A) medical assistance;

(B) child care assistance;

[(C) energy assistance;]

(C) a payment or allowance described in subsection (d)(11);

(D) assistance provided by a State or local housing author-
ity;

(E) emergency assistance for migrant or seasonal farm-
worker households during the period such households are in
the job stream,;
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[(F) housing assistance payments made to a third party on
behalf of the household residing in transitional housing for the
homeless;

[(G)] (F) emergency and special assistance, to the extent
excluded in regulations prescribed by the Secretary; or

[(H)] (G) assistance provided to a third party on behalf of
a household under a State or local general assistance program,
or another local basic assistance program comparable to gen-
eral assistance (as determined by the Secretary), if, under
State law, no assistance under the program may be provided
directly to the household in the form of a cash payment.

* * * * * * *

(4) THIRD PARTY ENERGY ASSISTANCE PAYMENTS.—

(A) ENERGY ASSISTANCE PAYMENTS.—For purposes of
subsection (d)(1), a payment made under a Federal or State
law to provide energy assistance to a household shall be
considered money payable directly to the household.

(B) ENERGY ASSISTANCE EXPENSES.—For purposes of
subsection (e)(7), an expense paid on behalf of a household
under a Federal or State law to provide energy assistance
shall be considered an out-of-pocket expense incurred and
paid by the household.

ELIGIBILITY DISQUALIFICATIONS

SEC. 6. (a) * * *

(b)(1) Any person who has been found by any State or Federal
court or administrative agency to have intentionally (A) made a
false or misleading statement, or misrepresented, concealed or
withheld facts, or (B) committed any act that constitutes a violation
of this Act, the regulations issued thereunder, or any State statute,
for the purpose of using, presenting, transferring, acquiring, receiv-
ing, or possessing coupons or authorization cards shall, imme-
diately upon the rendering of such determination, become ineligible
for further participation in the program—

(i) for a period of [six months] I year upon the first occa-
sion of any such determination;
(i1) for a period of [1 year] 2 years upon—

(I) the second occasion of any such determination; or

(IT) the first occasion of a finding by a Federal, State,
or local court of the trading of a controlled substance (as
defined in section 102 of the Controlled Substances Act (21
U.S.C. 802)) for coupons; and
(iii) permanently upon—

(I) the third occasion of any such determination;

(IT) the second occasion of a finding by a Federal,
State, or local court of the trading of a controlled sub-
stance (as defined in section 102 of the Controlled Sub-
stances Act (21 U.S.C. 802)) for coupons; [orl

(ITT) the first occasion of a finding by a Federal, State,
or local court of the trading of firearms, ammunition, or
explosives for couponsl.]; or
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(IV) a conviction of an offense under subsection (b) or
(¢) of section 15 involving an item covered by subsection (b)
or (c) of section 15 having a value of $500 or more.
During the period of such ineligibility, no household shall receive
increased benefits under this Act as the result of a member of such
household having been disqualified under this subsection.

* * * * * * *

[(d)(1) Unless otherwise exempted by the provisions of para-
graph (d)(2) of this subsection, (A) no person shall be eligible to
participate in the food stamp program who is a physically and men-
tally fit person between the ages of sixteen and sixty who (i) re-
fuses at the time of application and once every twelve months
thereafter to register for employment in a manner determined by
the Secretary; (ii) refuses without good cause to participate in an
employment and training program under paragraph (4), to the ex-
tent required under paragraph (4), including any reasonable em-
ployment requirements as are prescribed by the State agency in ac-
cordance with paragraph (4), and the period of ineligibility shall be
two months; or (iii) refuses without good cause (including the lack
of adequate child care for children above the age of five and under
the age of twelve) to accept an offer of employment at a wage not
less than the higher of either the applicable State or Federal mini-
mum wage, or 80 per centum of the wage that would have gov-
erned had the minimum hourly rate under the Fair Labor Stand-
ards Act of 1938, as amended (29 U.S.C. 206(a)(1)), been applicable
to the offer of employment, and at a site or plant not then subject
to a strike or lockout; and (B) no household shall be eligible to par-
ticipate in the food stamp program (i) if the head of the household
is a physically and mentally fit person between the ages of sixteen
and sixty and such individual refuses to do any of those acts de-
scribed in clause (A) of this sentence, or (ii) if the head of the
household voluntarily quits any job without good cause, but, in
such case, the period of ineligibility shall be ninety days. The State
agency shall allow the household to select an adult parent of chil-
dren in the household as its head where all adult household mem-
bers making application agree to the selection. The household may
designate its head of household under this paragraph each time the
household is certified for participation in the food stamp program,
but may not change the designation during a certification period
unless there is a change in the composition of the household. An
employee of the Federal Government, or of a State or political sub-
division of a State, who engaged in a strike against the Federal
Government, a State or political subdivision of a State and is dis-
missed from his job because of his participation in the strike shall
be considered to have voluntarily quit such job without good cause.
Any period of ineligibility for violations under this paragraph shall
end when the household member who committed the violation com-
plies with the requirement that has been violated. If the household
member who committed the violation leaves the household during
the period of ineligibility, such household shall no longer be subject
to sanction for such violation and, if it is otherwise eligible, may
resume participation in the food stamp program, but any other
household of which such person thereafter becomes the head of the
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household shall be ineligible for the balance of the period of ineli-
gibility.]
(d) CONDITIONS OF PARTICIPATION.—
(1) WORK REQUIREMENTS.—

(A) IN GENERAL.—No physically and mentally fit indi-
vidual over the age of 15 and under the age of 60 shall be
eligible to participate in the food stamp program if the in-
dividual—

(i) refuses, at the time of application and every 12
months thereafter, to register for employment in a man-
ner prescribed by the Secretary;

(ii) refuses without good cause to participate in an
employment and training program under paragraph
(4), to the extent required by the State agency;

(iii) refuses without good cause to accept an offer
of employment, at a site or plant not subject to a strike
or lockout at the time of the refusal, at a wage not less
than the higher of—

(I) the applicable Federal or State minimum
wage; or

(II) 80 percent of the wage that would have
governed had the minimum hourly rate under sec-
tion 6(a)(1) of the Fair Labor Standards Act of

1938 (29 U.S.C. 206(a)(1)) been applicable to the

offer of employment;

(iv) refuses without good cause to provide a State
agency with sufficient information to allow the State
agency to determine the employment status or the job
availability of the individual;

(v) voluntarily and without good cause—

(D) quits a job; or

(I1) reduces work effort and, after the reduc-
tion, the individual is working less than 30 hours
per week; or

(vi) fails to comply with section 20.

(B) HOUSEHOLD INELIGIBILITY.—If an individual who
is the head of a household becomes ineligible to participate
in the food stamp program under subparagraph (A), the
household shall, at the option of the State agency, become
ineligible to participate in the food stamp program for a pe-
riod, determined by the State agency, that does not exceed
the lesser of—

(i) the duration of the ineligibility of the individual
determined under subparagraph (C); or

(it) 180 days.

(C) DURATION OF INELIGIBILITY.—

(i) FIRST VIOLATION.—The first time that an indi-
vidual becomes ineligible to participate in the food
stamp program under subparagraph (A), the individ-
ual shall remain ineligible until the later of—

(I) the date the individual becomes eligible

under subparagraph (A);

(I1) the date that is 1 month after the date the
individual became ineligible; or
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(I1l) a date determined by the State agency
that is not later than 3 months after the date the
individual became ineligible.

(it) SECOND VIOLATION.—The second time that an
individual becomes ineligible to participate in the food
stamp program under subparagraph (A), the individ-
ual shall remain ineligible until the later of—

(D the date the individual becomes eligible
under subparagraph (A);

(I1) the date that is 3 months after the date the
individual became ineligible; or

(I1I) a date determined by the State agency
that is not later than 6 months after the date the
individual became ineligible.

(iii) THIRD OR SUBSEQUENT VIOLATION.—The third
or subsequent time that an individual becomes ineli-
gible to participate in the food stamp program under
subparagraph (A), the individual shall remain ineli-
gible until the later of—

(D the date the individual becomes eligible
under subparagraph (A);

(I1) the date that is 6 months after the date the
individual became ineligible;

(I11) a date determined by the State agency; or

(IV) at the option of the State agency, perma-
nently.

(D) ADMINISTRATION.—

(i) GooD CAUSE.—The Secretary shall determine
the meaning of good cause for the purpose of this para-
graph.

(it) VOLUNTARY QUIT.—The Secretary shall deter-
mine the meaning of voluntarily quitting and reducing
work effort for the purpose of this paragraph.

(iit) DETERMINATION BY STATE AGENCY.—

(I) IN GENERAL.—Subject to subclause (II) and
clauses (i) and (ii), a State agency shall deter-
mine—

(aa) the meaning of any term in subpara-

graph (A);

(bb) the procedures for determining

whether an individual is in compliance with a

requirement under subparagraph (A); and

(cc) whether an individual is in compli-
c(m)ce with a requirement under subparagraph

A).

(I) NoT LESS RESTRICTIVE.—A State agency
may not determine a meaning, procedure, or deter-
mination under subclause (I) to be less restrictive
than a comparable meaning, procedure, or deter-
mination under a State program funded under
part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.).

(iv) STRIKE AGAINST THE GOVERNMENT.—For the
purpose of subparagraph (A)(v), an employee of the
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Federal Government, a State, or a political subdivision
of a State, who is dismissed for participating in a
strike against the Federal Government, the State, or
the political subdivision of the State shall be consid-
ered to have voluntarily quit without good cause.

(v) SELECTING A HEAD OF HOUSEHOLD.—

(I) IN GENERAL.—For the purpose of this para-
graph, the State agency shall allow the household
to select any adult parent of a child in the house-
hold as the head of the household if all adult
household members making application under the
food stamp program agree to the selection.

(II) TIME FOR MAKING DESIGNATION.—A house-
hold may designate the head of the household
under subclause (1) each time the household is cer-
tified for participation in the food stamp program,
but may not change the designation during a cer-
tification period unless there is a change in the
composition of the household.

(vi) CHANGE IN HEAD OF HOUSEHOLD.—If the head
of a household leaves the household during a period in
which the household is ineligible to participate in the
food stamp program under subparagraph (B)—

(I) the household shall, if otherwise eligible,
become eligible to participate in the food stamp
program; and

(ID) if the head of the household becomes the
head of another household, the household that be-
comes headed by the individual shall become ineli-
gible to participate in the food stamp program for
the remaining period of ineligibility.

(2) A person who otherwise would be required to comply with
the requirements of paragraph (1) of this subsection shall be ex-
empt from such requirements if he or she is (A) currently subject
to and complying with a work registration requirement under title
IV of the Social Security Act, as amended (42 U.S.C. 602), or the
Federal-State unemployment compensation system, in which case,
failure by such person to comply with any work requirement to
which such person is subject [that is comparable to a requirement
of paragraph (1)1 shall be the same as failure to comply with that
requirement of paragraph (1); [(B) a parent or other member of a
household with responsibility for the care of a dependent child
under age six or of an incapacitated person;l (B) a parent or other
member of a household with responsibility for the care of (i) a de-
pendent child under the age of 6 or any lower age designated by the
State agency that is not under the age of 1, or (ii) an incapacitated
person; (C) a bona fide student enrolled at least half time in any
recognized school, training program, or institution of higher edu-
cation (except that any such person enrolled in an institution of
higher education shall be ineligible to participate in the food stamp
program unless he or she meets the requirements of subsection (e)
of this section); (D) a regular participant in a drug addiction or al-
coholic treatment and rehabilitation program; (E) employed a mini-
mum of thirty hours per week or receiving weekly earnings which



120

equal the minimum hourly rate under the Fair Labor Standards

Act of 1938, as amended (29 U.S.C. 206(a)(1)), multiplied by thirty

hours; or (F) a person between the ages of sixteen and eighteen

who is not a head of a household or who is attending school, or en-

f)ollgd in an employment training program, on at least a half-time
asis.

* * * * * * *

(4)(A) [Not later than April 1, 1987, each] Each State agency
shall implement an employment and training program designed by
the State agency and approved by the Secretary for the purpose of
assisting members of households participating in the food stamp
program in gaining skills, training, work, or experience that will in-
crease their ability to obtain regular employment. Each component
of an employment and training program carried out under this
paragraph shall be delivered through a statewide workforce develop-
ment system, unless the component is not available locally through
the statewide workforce development system.

(B) For purposes of this Act, an “employment and training pro-
gram” means a program that contains one or more of the following
componentsl:1, except that the State agency shall retain the option
to apply employment requirements prescribed under this subpara-
graph to a program applicant at the time of application:

(i) Job search programs [with terms and conditions com-
parable to those prescribed in subparagraphs (A) and (B) of
section 402(a)(35) of part A of title IV of the Social Security
Act, except that the State agency shall retain the option to
apply employment requirements prescribed under this clause
to program applicants at the time of application].

(i1) Job search training programs that include, to the ex-
tent determined appropriate by the State agency, reasonable
job search training and support activities that may consist of
jobs skills assessments, job finding clubs, training in tech-
niques for employability, job placement services, or other direct
training or support activities, including educational programs,
determined by the State agency to expand the job search abili-
ties or employability of those subject to the program.

(ii1)) Workfare programs operated under section 20.

(iv) Programs designed to improve the employability of
household members through actual work experience or train-
ing, or both, and to enable individuals employed or trained
under such programs to move promptly into regular public or
private employment. An employment or training experience
program established under this clause shall—

[(I) limit employment experience assignments to
projects that serve a useful public purpose in fields such
as health, social services, environmental protection, urban
and rural development and redevelopment, welfare, recre-
ation, public facilities, public safety, and day care;

[(II) to the extent possible, use the prior training, ex-
perience, and skills of the participating member in making
appropriate employment or training experience assign-
ments;]

[IID] (D not provide any work that has the effect of
replacing the employment of an individual not participat-
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ing in the employment or training experience program,;
and

[(IV)]1 (I) provide the same benefits and working con-
ditions that are provided at the job site to employees per-
forming comparable work for comparable hours.

* * * * * * *

(D)(1) Each State agency may exempt from any requirement for
participation in any program under this paragraph categories of
household members [to which the application of such participation
requirement is impracticable as applied to such categories due to
factors such as the availability of work opportunities and the cost-
effectiveness of the employment requirements. In making such a
determination, the State agency may designate a category consist-
ing of all such household members residing in a specific area of the
State. Each State may exempt, with the approval of the Secretary,
members of households that have participated in the food stamp
program 30 days or less].

(i1) Each State agency may exempt from any requirement for
participation individual household members not included in any
category designated as exempt under clause (i) [but with respect
to whom such participation is impracticable because of personal cir-
cumstances such as lack of job readiness and employability, the re-
mote location of work opportunities, and unavailability of child
carel.

(iii)) Any exemption of a category or individual under this sub-
paragraph shall be periodically evaluated to determine whether[,
on the basis of the factors used to make a determination under
clause (i) or (ii), the exemption continues to be valid. Such evalua-
tions shall occur no less often than at each certification or recertifi-
cation in the case of exemptions under clause (ii)l the exemption
continues to be valid.

(E) Each State agency shall establish requirements for partici-
pation by individuals not exempt under subparagraph (D) in one or
more employment and training programs under this paragraph, in-
cluding the extent to which any individual is required to partici-
pate. Such requirements may vary among participants. [Through
September 30, 1995, two States may, on application to and after
approval by the Secretary, give priority in the provision of services
to voluntary participants (including both exempt and non-exempt
participants), except that this sentence shall not excuse a State
from compliance with the performance standards issued under sub-
paragraphs (K) and (L), and the Secretary may, at the Secretary’s
discretion, approve additional States’ requests to give such priority
if the Secretary reports to Congress on the number and characteris-
tics of voluntary participants given priority under this sentence
and such other information as the Secretary determines to be ap-
propriate.]

* * *k & * * *k

[(G)1) The Statel (G) The State agency may operate any pro-
gram component under this paragraph in which individuals elect to
participate.

[(11) The State agency shall permit, to the extent it determines
practicable, individuals not subject to requirements imposed under
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subparagraph (E) or who have complied, or are in the process of
complying, with such requirements to participate in any program
under this paragraph.]

L(H)(i) The Secretary shall issue regulations under which each
State agency shall establish a conciliation procedure for the resolu-
tion of disputes involving the participation of an individual in the
program.

[(Gi) Federal funds]l (H) Federal funds made available to a
State agency for purposes of the component authorized under sub-
paragraph (B)(v) shall not be used to supplant non-Federal funds
used for existing services and activities that promote the purposes
of this component.

(@A) The State agency shall provide payments or reimburse-
ments to participants in programs carried out under this para-
%raph, including individuals participating under subparagraph (G),
or—

(I) the actual costs of transportation and other actual costs

(other than dependent care costs), that are reasonably nec-

essary and directly related to participation in the program, ex-

cept that the State agency may limit such reimbursement to
each participant to $25 per month; and

(IT) the actual costs of such dependent care expenses that
are determined by the State agency to be necessary for the
participation of an individual in the program (other than an in-
dividual who is the caretaker relative of a dependent in a fam-
ily receiving benefits under part A of title IV of the Social Se-
curity Act (42 U.S.C. 601 et seq.) in a local area where an em-
ployment, training, or education program under title IV of such

Act is in operationl, or was in operation, on the date of enact-

ment of the Hunger Prevention Act of 1988) up to any limit set

by the State agency (which limit shall not be less than the
limit for the dependent care deduction under section 5(e)), but
in no event shall such payment or reimbursements exceed the
applicable local market rate as determined by procedures con-
sistent with any such determination under the Social Security

Actl), except that no such payment or reimbursement shall ex-

ceed the applicable local market rate. Individuals subject to the

program under this paragraph may not be required to partici-
pate if dependent costs exceed the limit established by the

State agency under this subclause or other actual costs exceed

any limit established under subclause (I).

* * * * * * *

[(K)i) For any fiscal year, the Secretary shall establish per-
formance standards for each State that, in the case of persons who
are subject to employment requirements under this section and
who are not exempt under subparagraph (D), designate the mini-
mum percentages (not to exceed 10 percent in fiscal years 1992 and
1993, and 15 percent in fiscal years 1994 and 1995) of such persons
that State agencies shall place in programs under this paragraph.
Such standards need not be uniform for all the States, but may
vary among the several States. The Secretary shall consider the
cost to the States in setting performance standards and the degree
of participation in programs under this paragraph by exempt per-
sons. The Secretary shall not require the plan of a State agency to
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provide for the participation of a number of recipients greater than
10 percent in fiscal years 1992 and 1993, and 15 percent in fiscal
years 1994 and 1995, of the persons who are subject to employment
requirements under this section and who are not exempt under
subparagraph (D).

[(ii) In making any determination as to whether a State agen-
C{l lhas met a performance standard under clause (i), the Secretary
shall—

[(I) consider the extent to which persons have elected to
participate in programs under this paragraph;

[(II) consider such factors as placement in unsubsidized
employment, increases in earnings, and reduction in the num-
ber of persons participating in the food stamp program; and

[(III) consider other factors determined by the Secretary to
be related to employment and training.

[Gii)) The Secretary shall vary the performance standards es-
tablished under clause (i) according to differences in the character-
istics of persons required to participate and the type of program to
which the standard is applied.

[(iv) The Secretary may delay establishing performance stand-
ards for up to 18 months after national implementation of the pro-
visions of this paragraph, in order to base performance standards
on State agency experience in implementing this paragraph.

[(L)G) The Secretary shall establish performance standards
and measures applicable to employment and training programs
carried out under this paragraph that are based on employment
outcomes, including increases in earnings.

[(i) Final performance standards and measures referred to in
clause (i) shall be published not later than 12 months after the
date that the final outcome-based performance standards are pub-
lished for job opportunities and basic skills training programs
under part F of title IV of the Social Security Act (42 U.S.C. 681
et seq.).

[(iii) The standards shall encourage States to serve those indi-
viduals who have greater barriers to employment and shall take
into account the extent to which persons have elected to participate
in employment and training programs under this paragraph. The
standards shall require participants to make levels of efforts com-
parable to those required under the regulations set forth in section
273.7(H)(1) of title 7, Code of Federal Regulations in effect on Janu-
ary 1, 1991.

[(iv) The performance standards in effect under subparagraph
(K) shall remain in effect during the period beginning on October
1, 1988, and ending on the date the Secretary implements the out-
come-based performance standards described in this subparagraph.

[(v) A State agency shall be considered in compliance with ap-
plicable performance standards under subparagraph (K) if the
State agency operates an employment and training program in a
manner consistent with its approved plan and if the program re-
quires participants to make levels of effort comparable to those re-
quired under the regulations set forth in section 273.7(f)(1) of title
7, Code of Federal Regulations in effect on January 1, 1991.1

(K) LIMITATION ON FUNDING.—Notwithstanding any

other provision of this paragraph, the amount of funds a
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State agency uses to carry out this paragraph (including
under subparagraph (I)) for participants who are receiving
benefits under a State program funded under part A of title
IV of the Social Security Act (42 U.S.C. 601 et seq.) shall
not exceed the amount of funds the State agency used in fis-
cal year 1995 to carry out this paragraph for participants
who were receiving benefits in fiscal year 1995 under a
State program funded under part A of title IV of the Act
(42 U.S.C. 601 et seq.).

[(M) (1)1 (L) The Secretary shall ensure that State agencies
comply with the requirements of this paragraph and section
11(e)(22).

[Gi) If the Secretary determines that a State agency has failed,
without good cause, to comply with such a requirement, including
any failure to meet a performance standard under subparagraph
(J), the Secretary may withhold from such State, in accordance
with section 16 (a), (¢), and (h), such funds as the Secretary deter-
mines to be appropriate, subject to administrative and judicial re-
view under section 14.

L(N)] (M) The facilities of the State public employment offices
and agencies operating programs under the Job Training Partner-
ship Act may be used to find employment and training opportuni-
ties flor household members under the programs under this para-
graph.

* * *k & * * *k

(f) No individual who is a member of a household otherwise eli-
gible to participate in the food stamp program under this section
shall be eligible to participate in the food stamp program as a
member of that or any other household unless he or she is (1) a
resident of the United States and (2) either (A) a citizen or (B) an
alien lawfully admitted for permanent residence as an immigrant
as defined by sections 101(a)(15) and 101(a)(20) of the Immigration
and Nationality Act (8 U.S.C. 1101(a)15) and 8 U.S.C.
1101(a)(20)), excluding, among others, alien visitors, tourists, dip-
lomats, and students who enter the United States temporarily with
no intention of abandoning their residence in a foreign country; or
(C) an alien who entered the United States prior to June 30, 1948,
or such subsequent date as is enacted by law, has continuously
maintained his or her residence in the United States since then,
and is not ineligible for citizenship, but who is deemed to be law-
fully admitted for permanent residence as a result of an exercise
of discretion by the Attorney General pursuant to section 249 of the
Immigration and Nationality Act (8 U.S.C. 1259); or (D) an alien
who has qualified for conditional entry pursuant to sections 207
and 208 of the Immigration and Nationality Act (8 U.S.C. 1157 and
1158); or (E) an alien who is lawfully present in the United States
as a result of an exercise of discretion by the Attorney General for
emergent reasons or reasons deemed strictly in the public interest
pursuant to section 212(d)(5) of the Immigration and Nationality
Act (8 U.S.C. 1182(d)(5)); or (F) an alien within the United States
as to whom the Attorney General has withheld deportation pursu-
ant to section 243 of the Immigration and Nationality Act (8 U.S.C.
1253(h)). No aliens other than the ones specifically described in
clauses (B) through (F) of this subsection shall be eligible to partici-
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pate in the food stamp program as a member of any household.
IThe income (less a pro rata share) and financial resources of the
individual rendered ineligible to participate in the food stamp pro-
gram under this subsection shall be considered in determining the
eligibility and the value of the allotment of the household of which
such individual is a member.] The State agency shall, at its option,
consider either all income and financial resources of the individual
rendered ineligible to participate in the food stamp program under
this subsection, or such income, less a pro rata share, and the finan-
cial resources of the ineligible individual, to determine the eligibility
and the value of the allotment of the household of which such indi-
vidual is a member.

* * * & * * *

(i) COMPARABLE TREATMENT FOR DISQUALIFICATION.—

(1) IN GENERAL.—If a disqualification is imposed on a
member of a household for a failure of the member to perform
an action required under a Federal, State, or local law relating
to a means-tested public assistance program, the State agency
may impose the same disqualification on the member of the
household under the food stamp program.

(2) RULES AND PROCEDURES.—If a disqualification is im-
posed under paragraph (1) for a failure of an individual to per-
form an action required under part A of title IV of the Social
Security Act (42 U.S.C. 601 et seq.), the State agency may use
the rules and procedures that apply under part A of title IV of
the Act to impose the same disqualification under the food
stamp program.

(3) APPLICATION AFTER DISQUALIFICATION PERIOD.—A mem-
ber of a household disqualified under paragraph (1) may, after
the disqualification period has expired, apply for benefits under
this Act and shall be treated as a new applicant, except that a
prior disqualification under subsection (d) shall be considered
in determining eligibility.

(j) DISQUALIFICATION FOR RECEIPT OF MULTIPLE FOOD STAMP
BENEFITS.—An individual shall be ineligible to participate in the
food stamp program as a member of any household for a 10-year
period if the individual is found by a State agency to have made,
or is convicted in a Federal or State court of having made, a fraud-
ulent statement or representation with respect to the identity or
place of residence of the individual in order to receive multiple bene-
fits simultaneously under the food stamp program.

(k) DISQUALIFICATION OF FLEEING FELONS.—No member of a
household who is otherwise eligible to participate in the food stamp
program shall be eligible to participate in the program as a member
of that or any other household during any period during which the
individual 1s—

(1) fleeing to avoid prosecution, or custody or confinement
after conviction, under the law of the place from which the indi-
vidual is fleeing, for a crime, or attempt to commit a crime, that
is a felony under the law of the place from which the individual
is fleeing or that, in the case of New Jersey, is a high mis-
demeanor under the law of New Jersey; or

(2) violating a condition of probation or parole imposed
under a Federal or State law.
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(1) CusToDIAL PARENT'S COOPERATION WITH CHILD SUPPORT
AGENCIES.—

(1) IN GENERAL.—At the option of a State agency, subject
to paragraphs (2) and (3), no natural or adoptive parent or
other individual (collectively referred to in this subsection as
“the individual”) who is living with and exercising parental
control over a child under the age of 18 who has an absent par-
ent shall be eligible to participate in the food stamp program
unless the individual cooperates with the State agency admin-
istering the program established under part D of title IV of the
Social Security Act (42 U.S.C. 651 et seq.)—

(A) in establishing the paternity of the child (if the
child is born out of wedlock); and

(B) in obtaining support for—

(i) the child; or
(ii) the individual and the child.

(2) GOOD CAUSE FOR NONCOOPERATION.—Paragraph (1)
shall not apply to the individual if good cause is found for re-
fusing to cooperate, as determined by the State agency in ac-
cordance with standards prescribed by the Secretary in con-
sultation with the Secretary of Health and Human Services.
The standards shall take into consideration circumstances
under which cooperation may be against the best interests of the
child.

(3) FEES.—Paragraph (1) shall not require the payment of
a fee or other cost for services provided under part D of title IV
of the Social Security Act (42 U.S.C. 651 et seq.).

(m) NONCUSTODIAL PARENT'S COOPERATION WITH CHILD SUP-
PORT AGENCIES.—

(1) IN GENERAL.—At the option of a State agency, subject
to paragraphs (2) and (3), a putative or identified noncustodial
parent of a child under the age of 18 (referred to in this sub-
section as “the individual”) shall not be eligible to participate
in the food stamp program if the individual refuses to cooperate
with the State agency administering the program established
under part D of title IV of the Social Security Act (42 U.S.C.
651 et seq.)—

(A) in establishing the paternity of the child (if the
child is born out of wedlock); and

(B) in providing support for the child.

(2) REFUSAL TO COOPERATE.—

(A) GUIDELINES.—The Secretary, in consultation with
the Secretary of Health and Human Services, shall develop
guidelines on what constitutes a refusal to cooperate under
paragraph (1).

(B) PROCEDURES.—The State agency shall develop pro-
cedures, using guidelines developed under subparagraph
(A), for determining whether an individual is refusing to
cooperate under paragraph (1).

(3) FEES.—Paragraph (1) shall not require the payment of
a fee or other cost for services provided under part D of title IV
of the Social Security Act (42 U.S.C. 651 et seq.).

(4) PrivAcy.—The State agency shall provide safeguards to
restrict the use of information collected by a State agency ad-
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ministering the program established under part D of title IV of
the Social Security Act (42 U.S.C. 651 et seq.) to purposes for
which the information is collected.

(n) DISQUALIFICATION FOR CHILD SUPPORT ARREARS.—

(1) IN GENERAL.—At the option of the State agency, no indi-
vidual shall be eligible to participate in the food stamp pro-
gram as a member of any household during any month that the
individual is delinquent in any payment due under a court
order for the support of a child of the individual.

(2) EXCEPTIONS.—Paragraph (1) shall not apply if—

(A) a court is allowing the individual to delay pay-
ment; or

(B) the individual is complying with a payment plan
approved by a court or the State agency designated under

part D of title IV of the Social Security Act (42 U.S.C. 651

et seq.) to provide support for the child of the individual.
(o) WORK REQUIREMENT.—

(1) DEFINITION OF WORK PROGRAM.—In this subsection, the
term “work program” means—

(A) a program under the Job Training Partnership Act

(29 U.S.C. 1501 et seq.);

(B) a program under section 236 of the Trade Act of

1974 (19 U.S.C. 2296); or

(C) a program of employment and training operated or
supervised by a State or political subdivision of a State
that meets standards approved by the Governor of the

State, including a program under section 6(d)(4), other

than a job search program or a job search training pro-

gram.

(2) WORK REQUIREMENT.—Subject to the other provisions of
this subsection, no individual shall be eligible to participate in
the food stamp program as a member of any household if, dur-
ing the preceding 12-month period, the individual received food
stamp benefits for not less than 4 months during which the in-
dividual did not—

(A) work 20 hours or more per week, averaged monthly;
or

(B) participate in and comply with the requirements of
a work program for 20 hours or more per week, as deter-
mined by the State agency; or

(C) participate in a program under section 20 or a
comparable program established by a State or political sub-
division of a State.

(3) EXCEPTION.—Paragraph (2) shall not apply to an indi-
vidual if the individual is—

(A) under 18 or over 50 years of age;

(B) medically certified as physically or mentally unfit
for employment;

(C) a parent or other member of a household with re-
sponsibility for a dependent child;

(D) otherwise exempt under section 6(d)(2); or

(E) a pregnant woman.
(4) WAIVER.—
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(A) IN GENERAL.—On the request of a State agency, the
Secretary may waive the applicability of paragraph (2) to
any group of individuals in the State if the Secretary
makes a determination that the area in which the individ-
uals reside—

(i) has an unemployment rate of over 10 percent; or

(i) does not have a sufficient number of jobs to
provide employment for the individuals.

(B) REPORT.—The Secretary shall report the basis for
a waiver under subparagraph (A) to the Committee on Ag-
riculture of the House of Representatives and the Commit-
tee on Agriculture, Nutrition, and Forestry of the Senate.

(5) SUBSEQUENT ELIGIBILITY.—

(A) IN GENERAL.—Paragraph (2) shall cease to apply to
an individual if, during a 30-day period, the individual—

(i) works 80 or more hours;

(i) participates in and complies with the require-
ments of a work program for 80 or more hours, as de-
termined by a State agency; or

(iii) participates in a program under section 20 or
a comparable program established by a State or politi-
cal subdivision of a State.

(B) LIMITATION.—During the subsequent 12-month pe-
riod, the individual shall be eligible to participate in the
food stamp program for not more than 4 months during
which the individual does not—

(i) work 20 hours or more per week, averaged
monthly;

(it) participate in and comply with the require-
ments of a work program for 20 hours or more per
week, as determined by the State agency; or

(iii) participate in a program under section 20 or
a comparable program established by a State or politi-
cal subdivision of a State.

ISSUANCE AND USE OF COUPONS
SEC. 7. (a) * * *

* * * * * * *

AI(1)(A) Any State agency may, with the approval of the Sec-
retary, implement an on-line electronic benefit transfer system in
which household benefits determined under section 8(a) are issued
from and stored in a central data bank and electronically accessed
by household members at the point-of-sale.

[(B) No State agency may implement or expand an electronic
benefit transfer system without prior approval from the Secretary.]

(1) ELECTRONIC BENEFIT TRANSFERS.—

(A) IMPLEMENTATION.—Each State agency shall imple-
ment an electronic benefit transfer system in which house-
hold benefits determined under section 8(a) or 26 are issued
from and stored in a central databank before October 1,
2002, unless the Secretary provides a waiver for a State
agency that faces unusual barriers to implementing an elec-
tronic benefit transfer system.
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(B) TIMELY IMPLEMENTATION.—State agencies are en-
couraged to implement an electronic benefit transfer system
under subparagraph (A) as soon as practicable.

(C) STATE FLEXIBILITY.—Subject to paragraph (2), a
State agency may procure and implement an electronic ben-
efit transfer system under the terms, conditions, and design
that the State agency considers appropriate.

(D) OPERATION.—An electronic benefit transfer system
should take into account generally accepted standard oper-
ating rules based on—

(i) commercial electronic funds transfer technology;

(ii) the need to permit interstate operation and law
enforcement monitoring; and

(iii) the need to permit monitoring and investiga-
tions by authorized law enforcement agencies.

(2) The Secretary shall issue final regulations [effective no
later than April 1, 1992,] that establish standards for the approval
of such a system. The standards shall include—

(A) determining the cost-effectiveness of the system to en-
sure that its operational cost, including the pro rata cost of
capital expenditures and other reasonable startup costs, does
not exceed[, in any 1 year,] the operational cost of issuance
systems in use prior to the implementation of the [on-linel
electronic benefit transfer system,;

(B) defining the required level of recipient protection re-
garding privacy, ease of use, and access to and service in retail
food stores;

(C) the terms and conditions of participation by retail food
stores, financial institutions, and other appropriate parties;

[(D) system security;l

(D)(i) measures to maximize the security of a system using
the most recent technology available that the State agency con-
siders appropriate and cost effective and which may include
personal identification numbers, photographic identification on
electronic benefit transfer cards, and other measures to protect
against fraud and abuse; and

(ii) effective not later than 2 years after the effective date
of this clause, to the extent practicable, measures that permit a
system to differentiate items of food that may be acquired with
an allotment from items of food that may not be acquired with
an allotment.

(E) system transaction interchange, reliability, and proc-
essing speeds;

(F) financial accountability;

(GQ) the required testing of system operations prior to im-
plementation; [and]l

(H) the analysis of the results of system implementation in
a limited project area prior to expansion[.l; and

(I) procurement standards.

* * * * * * *

(7) REPLACEMENT OF BENEFITS.—Regulations issued by the
Secretary regarding the replacement of benefits and liability for
replacement of benefits under an electronic benefit transfer sys-
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tem shall be similar to the regulations in effect for a paper food
stamp issuance system.

(8) REPLACEMENT CARD FEE.—A State agency may collect a
charge for replacement of an electronic benefit transfer card by
reducing the monthly allotment of the household receiving the
replacement card.

(9) OPTIONAL PHOTOGRAPHIC IDENTIFICATION.—

(A) IN GENERAL.—A State agency may require that an
electronic benefit card contain a photograph of 1 or more
members of a household.

(B) OTHER AUTHORIZED USERS.—If a State agency re-
quires a photograph on an electronic benefit card under
subparagraph (A), the State agency shall establish proce-
dures to ensure that any other appropriate member of the
household or any authorized representative of the house-
hold may utilize the card.

(10) APPLICATION OF ANTI-TYING RESTRICTIONS TO ELEC-
TRONIC BENEFIT TRANSFER SYSTEMS.—

(A) IN GENERAL.—A company shall not sell or provide
electronic benefit transfer services, or fix or vary the consid-
eration for such services, on the condition or requirement
that the customer—

(i) obtain some additional point-of-sale service
from the company or any affiliate of the company; or

(ii) not obtain some additional point-of-sale service
from a competitor of the company or competitor of any
affiliate of the company.

(B) DEFINITIONS.—In this paragraph—

(i) AFFILIATE.—The term “affiliate” shall have the
same meaning as in section 2(k) of the Bank Holding
Company Act.

(it) CoMPANY.—The term “company” shall have the
same meaning as in section 106(a) of the Bank Holding
Company Act Amendments of 1970, but shall not in-
clude a bank, bank holding company, or any subsidi-
ary of a bank holding company.

(iit) ELECTRONIC BENEFIT TRANSFER SERVICE.—
The term “electronic benefit transfer service” means the
processing of electronic transfers of household benefits
determined under section 8(a) or 26 where the benefits
are—

(I) issued from and stored in a -central
databank;

(I1) electronically accessed by household mem-
bers at the point of sale; and

(I11) provided by a Federal or state govern-
ment.

(iv) POINT-OF-SALE SERVICE.—The term “point-of-
sale service” means any product or service related to
the electronic authorization and processing of payments
for merchandise at a retail food store, including but
not limited to credit or debit card services, automated
teller machines, point-of-sale terminals, or access to on-
line systems.
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(C) CONSULTATION WITH THE FEDERAL RESERVE
BOARD.—Before promulgating regulations or interpretations
of regulations to carry out this paragraph, the Secretary
shall consult with the Board of Governors of the Federal
Reserve System.

VALUE OF ALLOTMENT

SeEc. 8. (a) The value of the allotment which State agencies
shall be authorized to issue to any households certified as eligible
to participate in the food stamp program shall be equal to the cost
to such households of the thrifty food plan reduced by an amount
equal to 30 per centum of the household’s income, as determined
in accordance with section 5 (d) and (e) of this Act, rounded to the
nearest lower whole dollar: Provided, That for households of one
and two persons the minimum allotment shall be $10 per monthl,
and shall be adjusted on each October 1 to reflect the percentage
change in the cost of the thrifty food plan without regard to the
special adjustments under section 3(o) for the 12-month period end-
ing the preceding June, with the result rounded to the nearest $5].

* * * * * * *

(e)(1) * * *

(2) As used in this subsection, the term “initial month” means
(A) the first month for which an allotment is issued to a household,
(B) the first month for which an allotment is issued to a household
following any period [of more than one month] in which such
household was not participating in the food stamp program under
this Act after the expiration of a certification period or after the
termination of the certification of a household, during a certifi-
cation period, when the household ceased to be eligible after notice
and an opportunity for a hearing under section 11(e)(10), and (C)
in the case of a migrant or seasonal farmworker household, the
first month for which allotment is issued to a household that ap-
plies following any period of more than 30 days in which such
household was not participating in the food stamp program after
previous participation in such program.

[(3) A State agency—

[(A) in the case of a household that is not entitled in the
month in which it applies to expedited service under section
11(e)(9), may provide that an eligible household applying after
the 15th day of the month shall receive, in lieu of its initial al-
lotment and its regular allotment for the following month, an
allotment that is the aggregate of the initial allotment and the
first regular allotment, which shall be provided in accordance
with paragraph (3) of section 11(e); and

[(B) in the case of a household that is entitled in the
month in which it applies to expedited service under section
11(e)(9), shall provide that an eligible household applying after
the 15th day of the month shall receive, in lieu of its initial al-
lotment and its regular allotment for the following month, an
allotment that is the aggregate of the initial allotment and the
first regular allotment, which shall be provided in accordance
with paragraphs (3) and (9) of section 11(e).]
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(3) OPTIONAL COMBINED ALLOTMENT FOR EXPEDITED
HOUSEHOLDS.—A State agency may provide to an eligible
household applying after the 15th day of a month, in lieu of the
initial allotment of the household and the regular allotment of
the household for the following month, an allotment that is
equal to the total amount of the initial allotment and the first
regular allotment. The allotment shall be provided in accord-
ance with section 11(e)(3) in the case of a household that is not
entitled to expedited service and in accordance with paragraphs
(3) and (9) of section 11(e) in the case of a household that is
entitled to expedited service.

[(d) A household against which a penalty has been imposed for
an intentional failure to comply with a Federal, State, or local law
relating to welfare or a public assistance program may not, for the
duration of the penalty, receive an increased allotment as the re-
sult of a decrease in the household’s income (as determined under
sections 5(d) and 5(e)) to the extent that the decrease is the result
of such penalty.

[(e)(1) The Secretary may permit not more than five statewide
projects (upon the request of a State) and not more than five
projects in political subdivisions of States (upon the request of a
State or political subdivision) to operate a program under which a
household shall be considered to have satisfied the application re-
quirements prescribed under section 5(a) and the income and re-
source requirements prescribed under subsections (d) through (g) of
section 5 if such household—

[(A) includes one or more members who are recipients of—

[(i) aid to families with dependent children under part

A of title IV of the Social Security Act (42 U.S.C. 601 et

seq.);

[(ii) supplemental security income under title XVI of
such Act (42 U.S.C. 1381 et seq.); or
[(iii)) medical assistance under title XIX of such Act

(42 U.S.C. 1396 et seq.); and

[(B) has an income that does not exceed the applicable in-
come standard of eligibility described in section 5(c).

[(2) Except as provided in paragraph (3), a State or political
subdivision that elects to operate a program under this subsection
shall base the value of an allotment provided to a household under
subsection (a) on—

[(A)() the size of the household; and

[(ii)(I) benefits paid to such household under a State plan
for aid to families with dependent children approved under
part A of title IV of the Social Security Act; or

[(II) the income standard of eligibility for medical assist-
ance under title XIX of such Act; or

[(B) at the option of the State or political subdivision, the
standard of need for such size household under the programs
referred to in clause (A)(ii).

[(3) The Secretary shall adjust the value of allotments received
by households under a program operated under this subsection to
ensure that the average allotment by household size for households
participating in such program and receiving such aid to families
with dependent children, such supplemental security income, or
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such medical assistance, as the case may be, is not less than the
average allotment that would have been provided under this Act
but for the operation of this subsection, for each category of house-
holds, respectively, in a State or political subdivision, for any pe-
riod during which such program is in operation.

[(4) The Secretary shall evaluate the impact of programs oper-
ated under this subsection on recipient households, administrative
costs, and error rates.

[(5) The administrative costs of such programs shall be shared
in accordance with section 16.

[(6) In implementing this section, the Secretary shall consult
with the Commissioner of Social Security and the Secretary of
Health and Human Services to ensure that to the extent prac-
ticable, in the case of households participating in such programs,
the processing of applications for, and determinations of eligibility
to receive, food stamp benefits are simplified and are unified with
the processing of applications for, and determinations of eligibility
to receive, benefits under such titles of the Social Security Act (42
U.S.C. 601 et seq.).]

(d) REDUCTION OF PUBLIC ASSISTANCE BENEFITS.—

(1) IN GENERAL.—If the benefits of a household are reduced
under a Federal, State, or local law relating to a means-tested
public assistance program for the failure of a member of the
household to perform an action required under the law or pro-
gram, for the duration of the reduction—

(A) the household may not receive an increased allot-
ment as the result of a decrease in the income of the house-
hold to the extent that the decrease is the result of the re-
duction; and

(B) the State agency may reduce the allotment of the
household by not more than 25 percent.

(2) RULES AND PROCEDURES.—If the allotment of a house-
hold is reduced under this subsection for a failure to perform
an action required under part A of title IV of the Social Secu-
rity Act (42 U.S.C. 601 et seq.), the State agency may use the
rules and procedures that apply under part A of title IV of the
Act to reduce the allotment under the food stamp program.

(e) ALLOTMENTS FOR HOUSEHOLDS RESIDING IN CENTERS.—

(1) IN GENERAL.—In the case of an individual who resides
in a center for the purpose of a drug or alcoholic treatment pro-
gram described in the last sentence of section 3(i), a State agen-
¢y may provide an allotment for the individual to—

(A) the center as an authorized representative of the in-
dividual for a period that is less than 1 month; and

(B) the individual, if the individual leaves the center.
(2) DIRECT PAYMENT.—A State agency may require an indi-

vidual referred to in paragraph (1) to designate the center in

which the individual resides as the authorized representative of
the individual for the purpose of receiving an allotment.

APPROVAL OF RETAIL FOOD STORES AND WHOLESALE FOOD CONCERNS

SEc. 9. (a)(1) Regulations issued pursuant to this Act shall pro-
vide for the submission of applications for approval by retail food
stores and wholesale food concerns which desire to be authorized
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to accept and redeem coupons under the food stamp program and
for the approval of those applicants whose participation will effec-
tuate the purposes of the food stamp program. In determining the
qualifications of applicants, there shall be considered among such
other factors as may be appropriate, the following: (A) the nature
and extent of the food business conducted by the applicant; (B) the
volume of coupon business which may reasonably be expected to be
conducted by the applicant food store or wholesale food concern;
and (C) the business integrity and reputation of the applicant. Ap-
proval of an applicant shall be evidenced by the issuance to such
applicant of a nontransferable certificate of approval. No retail food
store or wholesale food concern of a type determined by the Sec-
retary, based on factors that include size, location, and type of items
sold, shall be approved to be authorized or reauthorized for partici-
pation in the food stamp program unless an authorized employee of
the Department of Agriculture, a designee of the Secretary, or, if
practicable, an official of the State or local government designated
by the Secretary has visited the store or concern for the purpose of
determining whether the store or concern should be approved or re-
authorized, as appropriate.

* * * * * * &

(3) AUTHORIZATION PERIODS.—The Secretary shall establish
specific time periods during which authorization to accept and
redeem coupons, or to redeem benefits through an electronic
benefit transfer system, shall be valid under the food stamp pro-
gram.

* * *k & * * *k

(c) Regulations issued pursuant to this Act shall require an ap-
plicant retail food store or wholesale food concern to submit infor-
mation, which may include relevant income and sales tax filing doc-
uments, which will permit a determination to be made as to wheth-
er such applicant qualifies, or continues to qualify, for approval
under the provisions of this Act or the regulations issued pursuant
to this Act. The regulations may require retail food stores and
wholesale food concerns to provide written authorization for the Sec-
retary to verify all relevant tax filings with appropriate agencies
and to obtain corroborating documentation from other sources so
that the accuracy of information provided by the stores and con-
cerns may be verified. Regulations issued pursuant to this Act shall
provide for safeguards which limit the use or disclosure of informa-
tion obtained under the authority granted by this subsection to
purposes directly connected with administration and enforcement
of the provisions of this Act or the regulations issued pursuant to
this Act, except that such information may be disclosed to any used
by Federal law enforcement and investigative agencies and law en-
forcement and investigative agencies of a State government for the
purposes of administering or enforcing this Act or any other Fed-
eral or State law and the regulations issued under this Act or such
law, and State agencies that administer the special supplemental
nutrition program for women, infants and children, authorized
under section 17 of the Child Nutrition Act of 1966, for purposes
of administering the provisions of that Act and the regulations is-
sued under that Act. Any person who publishes, divulges, discloses,
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or makes known in any manner or to any extent not authorized by
Federal law (including a regulation) any information obtained
under this subsection shall be fined not more than $1,000 or im-
prisoned not more than 1 year, or both. The regulations shall es-
tablish the criteria to be used by the Secretary to determine wheth-
er the information is needed. The regulations shall not prohibit the
audit and examination of such information by the Comptroller Gen-
eral of the United States authorized by any other provision of law.

(d) Any retail food store or wholesale food concern which has
failed upon application to receive approval to participate in the food
stamp program may obtain a hearing on such refusal as provided
in section 14 of this Act. A retail food store or wholesale food con-
cern that is denied approval to accept and redeem coupons because
the store or concern does not meet criteria for approval established
by the Secretary may not, for at least 6 months, submit a new appli-
cation to participate in the program. The Secretary may establish
a longer time period under the preceding sentence, including perma-
nenlt disqualification, that reflects the severity of the basis of the de-
nial.

* * & * * * &

ADMINISTRATION

SEC. 11. (a) * * *
* * * * * * *

(e) The State plan of operation required under subsection (d)
of this section shall provide, among such other provisions as may
be required by regulation—

[(2) that each household which contacts a food stamp office
in person during office hours to make what may reasonably be
interpreted as an oral or written request for food stamp assist-
ance shall receive and shall be permitted to file, on the same
day that such contact is first made, a simplified, uniform na-
tional application form for participation in the food stamp pro-
gram designed by the Secretary, unless the Secretary approves
a deviation from that form by a particular State agency be-
cause of the use by that agency of a dual public assistance food
stamp application form pursuant to subsection (i) of this sec-
tion, the requirements of an agency’s computer system, or
other exigencies as determined by the Secretary, and in ap-
proving such deviation, the Secretary takes into account
whether such State forms are easy to use, brief and readable.
In consultation with the Secretary of Health and Human Serv-
ices, the Secretary shall develop a program to provide assist-
ance to States that request assistance in the development of
brief, simply-written and readable application forms including
application forms that cover the food stamp program, the aid
to families with dependent children program under part A of
title IV of the Social Security Act (42 U.S.C. 601 et seq.), and
medical assistance programs administered by the Secretary of
Health and Human Services under title XIX of the Social Secu-
rity Act (42 U.S.C. 1396 et seq.). Each food stamp application
form shall contain, in plain and prominent language on its
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front cover, a place where applicants can write their names,
addresses, and signatures, and (on or near its front cover) ex-
planations in understandable terms informing households of
their right to file the application without immediately complet-
ing additional sections, describing the expedited processing re-
quirements of section 11(e)(9) and informing households that
benefits are provided only from the date of application. Each
application form shall contain a description in understandable
terms in prominent and boldface lettering of the appropriate
civil and criminal provisions dealing with violations of this Act,
including the penalties therefor, by members of an eligible
household. Each application shall also contain in understand-
able terms and in prominent and boldface lettering a state-
ment that the information provided by the applicant in connec-
tion with the application for a coupon allotment will be subject
to verification by Federal, State, and local officials to deter-
mine if such information is factual and that if any material
part of such information is incorrect, food stamps may be de-
nied to the applicant, and that the applicant may be subjected
to criminal prosecution for knowingly providing incorrect infor-
mation. The State agency shall waive in-office interviews, on a
household’s request, if a household is unable to appoint an au-
thorized representative pursuant to paragraph (7) and has no
adult household members able to come to the appropriate State
agency office because such members are elderly, are mentally
or physically handicapped, live in a location not served by a
certification office, or have transportation difficulties or similar
hardships as determined by the State agency (including hard-
ships due to residing in a rural area, illness, care of a house-
hold member, prolonged severe weather, or work or training
hours). If an in-office interview is waived, the State agency
may conduct a telephone interview or a home visit. The State
agency shall provide for telephone contact by, mail delivery of
forms to, and mail return of forms by, households that have
transportation difficulties or similar hardships. The State
agency shall require that an adult representative of each
household that is applying for food stamp benefits shall certify
in writing, under penalty of perjury, that the information con-
tained in the application is true and that all members of the
household are either citizens or are aliens eligible to receive
food stamps under section 6(f). The signature of the adult
under this section shall be deemed sufficient to comply with
any provision of Federal law requiring household members to
sign the application or statements in connection with the appli-
cation process. The State agency shall provide a method of cer-
tifying and issuing coupons to eligible households that do not
reside in permanent dwellings or who do not have fixed mail-
ing addresses. In carrying out the preceding sentence, the
State agency shall take such steps as are necessary to ensure
that participation in the food stamp program is limited to eligi-
ble households;]

(2)(A) that the State agency shall establish procedures gov-
erning the operation of food stamp offices that the State agency
determines best serve households in the State, including house-
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holds with special needs, such as households with elderly or
disabled members, households in rural areas with low-income
members, homeless individuals, households residing on reserva-
tions, and households in areas in which a substantial number
of members of low-income households speak a language other
than English;

(B) that in carrying out subparagraph (A), a State agency—

(i) shall provide timely, accurate, and fair service to
applicants for, and participants in, the food stamp pro-
gram;

(i) shall develop an application containing the infor-
mation necessary to comply with this Act;

(iit) shall permit an applicant household to apply to
participate in the program on the same day that the house-
hold first contacts a food stamp office in person during of-
fice hours;

(iv) shall consider an application that contains the
name, address, and signature of the applicant to be filed on
the date the applicant submits the application;

(v) shall require that an adult representative of each
applicant household certify in writing, under penalty of
perjury, that—

(I) the information contained in the application is
true; and

(II) all members of the household are citizens or
are aliens eligible to receive food stamps under section

6(f);

(vi) shall provide a method of certifying and issuing
coupons to eligible homeless individuals, to ensure that
participation in the food stamp program is limited to eligi-
ble households; and

(vii) may establish operating procedures that vary for
local food stamp offices to reflect regional and local dif-
ferences within the State;

(C) that nothing in this Act shall prohibit the use of signa-
tures provided and maintained electronically, storage of records
using automated retrieval systems only, or any other feature of
a State agency’s application system that does not rely exclu-
sively on the collection and retention of paper applications or
other records;

(D) that the signature of any adult under this paragraph
shall be considered sufficient to comply with any provision of
Federal law requiring a household member to sign an applica-
tion or statement;

(3) that the State agency shall thereafter promptly deter-
mine the eligibility of each applicant household by way of ver-
ification of income other than that determined to be excluded
by section 5(d) of this Act (in part through the use of the infor-
mation, if any, obtained under section 16(e) of this Act), house-
hold size (in any case such size is questionable), and such other
eligibility factors as the Secretary determines to be necessary
to implement sections 5 and 6 of this Act, although the State
agency may verify prior to certification, whether questionable
or not, the size of any applicant household and such other eligi-
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bility factors as the State agency determines are necessary, so
as to complete certification of and provide an allotment retro-
active to the period of application to any eligible household not
later than thirty days following its filing of an application, and
that the State agency [shall—

[(A) provide each] shall provide each applicant house-
hold, at the time of application, a clear written statement
explaining what acts the household must perform to co-
operate in obtaining verification and otherwise completing
the application process;

[(B) assist each applicant household in obtaining ap-
propriate verification and completing the application proc-
ess;

[(C) not require any household to submit additional
proof of a matter on which the State agency already has
current verification as determined under regulations is-
sued by the Secretary, unless the State agency has reason
to believe that the information possessed by the agency is
inaccurate, incomplete, or inconsistent;

[(D) subject to subparagraph (E), not deny any appli-
cation for participation under this program solely because
of the failure of a person outside the household to cooper-
ate (other than an individual failing to cooperate who
would otherwise be a household member but for the oper-
ation of any of the individual disqualification provisions of
subsections (b), (d), (e), (f), and (g) of section 6); and

[(E) process applications if a household complies with
the requirements of the first sentence of section 6(c), by
taking appropriate steps to verify information otherwise
required to be verified under this Act,

[and that the State agency shall provide the household, at the
time of each certification and recertification, with a statement
describing the reporting responsibilities of the household under
this Act, and provide a toll-free or local telephone number, or
a telephone number at which collect calls will be accepted by
the State agency, at which the household may reach an appro-
priate representative of the State agency. Under rules pre-
scribed by the Secretary, a State agency shall develop standard
estimates of the shelter expenses that may reasonably be ex-
pected to be incurred by households in which all members are
homeless but that are not receiving free shelter throughout the
month. The Secretary may issue regulations to preclude the
use of the estimates for households with extremely low shelter
costs for whom the following sentence shall not apply. A State
agency shall use the estimates in determining the allotments
of the households, unless a household verifies higher ex-
penses;l

* * * & * * *k

(6) [that (A) thel that—

(A) the State agency shall undertake the certification
of applicant households in accordance with the general
procedures prescribed by the Secretary in the regulations
issued pursuant to this [Act; (B) thel Act; and
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(B) the State agency personnel utilized in undertaking
such certification shall be employed in accordance with the
current standards for a Merit System of Personnel Admin-
istration or any standards later prescribed by the [United
States Civil Service Commission] Office of Personnel Man-
agement pursuant to section 208 of the Intergovernmental
Personnel Act of 1970 modifying or superseding such
standards relating to the establishment and maintenance
of personnel standards on a merit basis; [(C) the State
agency shall provide a continuing, comprehensive program
of training for all personnel undertaking such certification
so that eligible households are promptly and accurately
certified to receive the allotments for which they are eligi-
ble under this Act; (D) the State agency, at its option, may
undertake intensive training to ensure that State agency
personnel who undertake the certification of households
that include a member who engages in farming are quali-
fied to perform such certification; and (E) at its option, the
State agency may provide, or contract for the provision of,
training and assistance to persons working with volunteer
or nonprofit organizations that provide program informa-
tion activities or eligibility screening to persons potentially
eligible for food stamps;l

* * & * * * &

(8) safeguards which limit the use or disclosure of informa-
tion obtained from applicant households to persons directly
connected with the administration or enforcement of the provi-
sions of this Act, regulations issued pursuant to this Act, Fed-
eral assistance programs, or federally assisted State programs,
except [that (A) such] that—

(A) the safeguards shall not prevent the use or disclo-
sure of such information to the Comptroller General of the
United States for audit and examination authorized by any
other provision of [law, (B) notwithstanding] law;

(B) notwithstanding any other provision of law, all in-
formation obtained under this Act from an applicant
household shall be made available, upon request, to local,
State or Federal law enforcement officials for the purpose
of investigating an alleged violation of this Act or any reg-
ulation issued under this [Act, and (C) such] Act;

(C) the safeguards shall not prevent the use by, or dis-
closure of such information, to agencies of the Federal Gov-
ernment (including the United States Postal Service) for
purposes of collecting the amount of an overissuance of
coupons, as determined under section 13(b) of this Act
[and excluding claims arising from an error of the State
agency, that has not been recovered pursuant to such sec-
tion], from Federal pay (including salaries and pensions)
as authorized pursuant to section 5514 of title 5 of the
United States Code or a Federal income tax refund as au-
thorized by section 3720A of title 31, United States Code;

(D) notwithstanding any other provision of law, the ad-
dress, social security number, and, if available, photograph
of any member of a household shall be made available, on
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request, to any Federal, State, or local law enforcement offi-

cer if the officer furnishes the State agency with the name

of the member and notifies the agency that—
(1) the member—

(D is fleeing to avoid prosecution, or custody or
confinement after conviction, for a crime (or at-
tempt to commit a crime) that, under the law of
the place the member is fleeing, is a felony (or, in
the case of New Jersey, a high misdemeanor), or is
violating a condition of probation or parole im-
posed under Federal or State law; or

(II) has information that is necessary for the
officer to conduct an official duty related to sub-
clause (I);

(ii) locating or apprehending the member is an of-
ficial duty; and

(iii) the request is being made in the proper exer-
cise of an official duty; and

(E) the safeguards shall not prevent compliance with
paragraph (16);

(9) that the State agency shall—

(A) provide coupons no later than [five daysl 7 days
after the date of application to any household which—

(i)(I) has gross income that is less than $150 per
month; or

(IT) is a destitute migrant or a seasonal farm-
worker household in accordance with the regulations
governing such households in effect July 1, 1982; and

(ii) has liquid resources that do not exceed $100;
and

[(B) provide coupons no later than five days after the
date of application to any household in which all members
are homeless individuals and that meets the income and
resource criteria for coupons under this Act;

[(C) provide coupons no later than five days after the
date of application to any household that has a combined
gross income and liquid resources that is less than the
monthly rent, or mortgage, and utilities of the household;
and

[(D)] (B) to the extent practicable, verify the income
and liquid resources of a household referred to in subpara-
graph (A)[, (B), or (C)] prior to issuance of coupons to the
household,;

(10) for the granting of a fair hearing and a prompt deter-
mination thereafter to any household aggrieved by the action
of the State agency under any provision of its plan of operation
as it affects the participation of such household in the food
stamp program or by a claim against the household for an
overissuance: Provided, That any household which timely re-
quests such a fair hearing after receiving individual notice of
agency action reducing or terminating its benefits within the
household’s certification period shall continue to participate
and receive benefits on the basis authorized immediately prior
to the notice of adverse action until such time as the fair hear-
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ing is completed and an adverse decision rendered or until
such time as the household’s certification period terminates,
whichever occurs earlier, except that in any case in which the
State agency receives from the household a written statement
containing information that clearly requires a reduction or ter-
mination of the household’s benefits, the State agency may act
immediately to reduce or terminate the household’s benefits
and may provide notice of its action to the household as late
as the date on which the action becomes effective. At the option
of a State, at any time prior to a fair hearing determination
under this paragraph, a household may withdraw, orally or in
writing, a request by the household for the fair hearing. If the
withdrawal request is an oral request, the State agency shall
provide a written notice to the household confirming the with-
drawal request and providing the household with an oppor-
tunity to request a hearing;

* * *k & * * *k

[(14) that the State agency shall prominently display in all
food stamp and public assistance offices posters prepared or ob-
tained by the Secretary describing the information contained in
subparagraphs (A) through (D) of this paragraph and shall
make available in such offices for home use pamphlets pre-
pared or obtained by the Secretary listing (A) foods that con-
tain substantial amounts of recommended daily allowances of
vitamins, minerals, and protein for children and adults; (B)
menus that combine such foods into meals; (C) details on eligi-
bility for other programs administered by the Secretary that
provide nutrition benefits; and (D) general information on the
relationship between health and diet;

[(15)]1 (14) that the State agency shall specify a plan of op-
eration for providing food stamps for households that are vic-
tims of a disaster; that such plan shall include, but not be lim-
ited to, procedures for informing the public about the disaster
program and how to apply for its benefits, coordination with
Federal and private disaster relief agencies and local govern-
ment officials, application procedures to reduce hardship and
inconvenience and deter fraud, and instruction of caseworkers
in procedures for implementing and operating the disaster pro-
gram,;
[(16)] (15) that the State agency shall require each house-
hold certified as eligible to participate by methods other than
the out-of-office methods specified in the fourth sentence of
paragraph (2) of this subsection in those project areas or parts
of project areas in which the Secretary, in consultation with
the Department’s Inspector General, finds that it would be use-
ful to protect the program’s integrity and would be cost effec-
tive, to present a photographic identification card when using
its authorization card in order to receive its coupons. The State
agency may permit a member of a household to comply with
this paragraph by presenting a photographic identification card
used to receive assistance under a welfare or public assistance
program;

[(17)] (16) notwithstanding paragraph (8) of this sub-
section, for the immediate reporting to the Immigration and
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Naturalization Service by the State agency of a determination
by personnel responsible for the certification or recertification
of households that any member of a household is ineligible to
receive food stamps because that member is present in the
United States in violation of the Immigration and Nationality
Act;

[(18)]1 (17) at the option of the State agency, for the estab-
lishment and operation of an automatic data processing and in-
formation retrieval system that meets such conditions as the
Secretary may prescribe and that is designed to provide effi-
cient and effective administration of the food stamp program;

[(19) that information isl (18) at the option of the State
agency, that information may be requested and exchanged for
purposes of income and eligibility verification in accordance
with a State system which meets the requirements of section
1137 of the Social Security Act and that any additional infor-
mation available from agencies administering State unemploy-
ment compensation laws under the provisions of section 303(d)
of the Social Security Act [shall be requested]l may be re-
quested and utilized by the State agency (described in section
3(n)(1) of this Act) to the extent permitted under the provisions
of section 303(d) of the Social Security Act;

[(20)] (19) that, in project areas or parts thereof where au-
thorization cards are used, and eligible households are re-
quired to present photographic identification cards in order to
receive their coupons, the State agency shall include, in any
agreement or contract with a coupon issuer, a provision that
(A) the issuer shall (i) require the presenter to furnish a photo-
graphic identification card at the time the authorization card
1s presented, and (ii) record on the authorization card the iden-
tification number shown on the photographic identification
card; and (B) if the State agency determines that the author-
ization card has been stolen or otherwise was not received by
a household certified as eligible, the issuer shall be liable to
the State agency for the face value of any coupons issued in
the transaction in which such card is used and the issuer fails
to ccilmply with the requirements of clause (A) of this para-
graph;

[(21)] (20) that the State agency shall establish a system
and take action on a periodic basis to verify and otherwise as-
sure that an individual does not receive coupons in more than
one jurisdiction within the State;

[(22)] (21) the plans of the State agency for carrying out
employment and training programs under section 6(d)(4), in-
cluding the nature and extent of such programs, the geo-
graphic areas and households to be covered under such pro-
gram, and the basis, including any cost information, for exemp-
tions of categories and individuals and for the choice of employ-
ment and training program components reflected in the plans;

[(23)] (22) in a project area in which 5,000 or more house-
holds participate in the food stamp program, for the establish-
ment and operation of a unit for the detection of fraud in the
food stamp program, including the investigation, and assist-
ance in the prosecution, of such fraud;
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[(24)] (23) at the option of the State, for procedures nec-
essary to obtain payment of uncollected overissuance of cou-
pons from unemployment compensation pursuant to section
13(c); [and]

[(25) a procedure for designating project areas or parts of
project areas that are rural and in which low-income persons
face substantial difficulties in obtaining transportation. The
State agency shall designate the areas according to procedures
approved by the Secretary. In each area so designated, the
State agency shall provide for the issuance of coupons by mail
to all eligible households in the area, except that any house-
hold with mail losses exceeding levels established by the Sec-
retary shall not be entitled to such a mailing and the State
agency shall not be required to issue coupons by mail in those
localities within such area where the mail loss rates exceed
standards set by the Secretary.]

(24) the guidelines the State agency uses in carrying out
section 6(1); and

(25) if a State elects to carry out a Simplified Food Stamp
Program under section 26, the plans of the State agency for op-
erating the program, including—

(A) the rules and procedures to be followed by the State
agency to determine food stamp benefits;

(B) how the State agency will address the needs of
households that experience high shelter costs in relation to
the incomes of the households; and

(C) a description of the method by which the State
ag?rscy will carry out a quality control system under section
16(c).

* * * * * * *

(g) If the Secretary determines, upon information received by
the Secretary, investigation initiated by the Secretary, or investiga-
tion that the Secretary shall initiate upon receiving sufficient infor-
mation evidencing a pattern of lack of compliance by a State agen-
cy of a type specified in this subsection, that in the administration
of the food stamp program there is a failure by a State agency
without good cause to comply with any of the provisions of this Act,
the regulations issued pursuant to this Act, the State plan of oper-
ation submitted pursuant to subsection (d) of this section, the State
plan for automated data processing submitted pursuant to sub-
section (0)(2) of this section, or [the Secretary’s standards for the
efficient and effective administration of the program established
under section 16(b)(1) or] the requirements established pursuant to
section 23 of this Act, the Secretary shall immediately inform such
State agency of such failure and shall allow the State agency a
specified period of time for the correction of such failure. If the
State agency does not correct such failure within that specified pe-
riod, the Secretary may refer the matter to the Attorney General
with a request that injunctive relief be sought to require compli-
ance forthwith by the State agency and, upon suit by the Attorney
General in an appropriate district court of the United States hav-
ing jurisdiction of the geographic area in which the State agency
is located and a showing that noncompliance has occurred, appro-
priate injunctive relief shall issue, and, whether or not the Sec-
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retary refers such matter to the Attorney General, the Secretary
shall proceed to withhold from the State such funds authorized
under sections 16(a), 16(c), and 16(g) of this Act as the Secretary
determines to be appropriate, subject to administrative and judicial
review under section 14 of this Act.

* * * * * * *

[(i) Notwithstanding any other provision of law, the Secretary,
the Commissioner of Social Security and the Secretary of Health
and Human Services shall develop a system by which (1) a single
interview shall be conducted to determine eligibility for the food
stamp program and the aid to families with dependent children
program under part A of title IV of the Social Security Act; (2)]

(1) APPLICATION AND DENIAL PROCEDURES.—

(1) APPLICATION PROCEDURES.—Notwithstanding any other
provision of law, households in which all members are appli-
cants for or recipients of supplemental security income shall be
informed of the availability of benefits under the food stamp
program and be assisted in making a simple application to par-
ticipate in such program at the social security office and be cer-
tified for eligibility utilizing information contained in files of
the Social Security Administrationl; (3) households in which
all members are included in a federally aided public assistance
or State or local general assistance grant in a State that has
a single State-wide general assistance application form shall
have their application for participation in the food stamp pro-
gram contained in the public assistance or general assistance
application form, and households applying for a local general
assistance grant in a local jurisdiction in which the agency ad-
ministering the general assistance program also administers
the food stamp program shall be provided an application for
participation in the food stamp program at the time of their
application for general assistance, along with information con-
cerning how to apply for the food stamp program; and (4) new
applicants, as well as households which have recently lost or
been denied eligibility for public assistance or general assist-
ance, shall be certified for participation in the food stamp pro-
gram based on information in the public assistance or general
assistance case file to the extent that reasonably verified infor-
mation is available in such case file. In addition to implement-
ing paragraphs (1) through (4), the State agency shall inform
applicants for benefits under part A of title IV of the Social Se-
curity Act (42 U.S.C. 601 et seq.) that such applicants may file,
along with their application for such benefits, an application
for benefits under this Act, and that if such applicants file,
they shall have a single interview for food stamps and for ben-
efits under part A of title IV of the Social Security Act. Nol.

(2) DENIAL AND TERMINATION.—Other than in a case of dis-
qualification as a penalty for failure to comply with a public as-
sistance program rule or regulation, no household shall have its
application to participate in the food stamp program denied
nor its benefits under the food stamp program terminated sole-
ly on the basis that its application to participate has been de-
nied or its benefits have been terminated under any of the pro-
grams carried out under the statutes specified in the second
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sentence of section 5(a) and without a separate determination
by the State agency that the household fails to satisfy the eligi-
bility requirements for participation in the food stamp pro-
gram.

* * *k & * * *k

(p) STATE VERIFICATION OPTION.—Notwithstanding any other
prouvision of law, in carrying out the food stamp program, a State
agency shall not be required to use an income and eligibility or an

immigration status verification system established under section
1137 of the Social Security Act (42 U.S.C. 1320b-7).

CIVIL MONEY PENALTIES AND DISQUALIFICATION OF RETAIL FOOD
STORES AND WHOLESALE FOOD CONCERNS

SEC. 12. (a) Any approved retail food store or wholesale food
concern may be disqualified for a specified period of time from fur-
ther participation in the food stamp program, or subjected to a civil
money penalty of up to $10,000 for each violation if the Secretary
determines that its disqualification would cause hardship to food
stamp households, on a finding, made as specified in the regula-
tions, that such store or concern has violated any of the provisions
of this Act or the regulations issued pursuant to this Act. Regula-
tions issued pursuant to this Act shall provide criteria for the find-
ing of violations and the suspension or disqualification of a retail
food store or wholesale food concern on the basis of evidence which
may include, but is not limited to, facts established through on-site
investigations, inconsistent redemption data or evidence obtained
through transaction reports under electronic benefit transfer sys-
tems.

(b) Disqualification under subsection (a) shall be—

(1) for a reasonable period of time, of no less than six
months nor more than five years, upon the first occasion of dis-
qualification;

(2) for a reasonable period of time, of no less than twelve
months nor more than ten years, upon the second occasion of
disqualification; [and]

(3) permanent upon—

* * * * * * *

(C) a finding of the sale of firearms, ammunition, ex-
plosives, or controlled substance (as defined in section 802
of title 21, United States Code) for coupons, except that
the Secretary shall have the discretion to impose a civil
money penalty of up to $20,000 for each violation (except
that the amount of civil money penalties imposed for viola-
tions occurring during a single investigation may not ex-
ceed $40,000) in lieu of disqualification under this sub-
paragraph if the Secretary determines that there is sub-
stantial evidence (including evidence that neither the own-
ership nor management of the store or food concern was
aware of, approved, benefited from, or was involved in the
conduct or approval of the violation) that the store or food
concern had an effective policy and program in effect to
prevent violations of this Actl.l; and
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(4) for a reasonable period of time to be determined by the
Secretary, including permanent disqualification, on the know-
ing submission of an application for the approval or reauthor-
ization to accept and redeem coupons that contains false infor-
mation about a substantive matter that was a part of the appli-
cation.

* * * * * * &

(g) DISQUALIFICATION OF RETAILERS WHO ARE DISQUALIFIED
UNDER THE WIC PROGRAM.—

(1) IN GENERAL.—The Secretary shall issue regulations pro-
viding criteria for the disqualification under this Act of an ap-
proved retail food store and a wholesale food concern that is
disqualified from accepting benefits under the special supple-
mental nutrition program for women, infants, and children es-
tablished under section 17 of the Child Nutrition Act of 1966
(7 U.S.C. 1786).

(2) TERMS.—A disqualification under paragraph (1)—

(A) shall be for the same length of time as the disquali-

fication from the program referred to in paragraph (1);

(B) may begin at a later date than the disqualification
from the program referred to in paragraph (1); and

(C) notwithstanding section 14, shall not be subject to
Jjudicial or administrative review.

COLLECTION AND DISPOSITION OF CLAIMS

SEC. 13. (a) * * *

[(b)(1)(A) In the case of any ineligibility determination under
section 6(b) of this Act, the household of which such ineligible indi-
vidual is a member is required to agree to a reduction in the allot-
ment of the household of which such individual is a member, or
payment in cash, in accordance with a schedule determined by the
Secretary, that will be sufficient to reimburse the Federal Govern-
ment for the value of any overissuance of coupons resulting from
the activity that was the basis of the ineligibility determination. If
a household refuses to make an election on the date of receipt (or,
if the date of receipt is not a business day, on the next business
day) of a demand for an election, or elects to make a payment in
cash under the provisions of the preceding sentence and fails to do
so, the household shall be subject to an allotment reduction.

[(B) State agencies shall collect any claim against a household
arising from the overissuance of coupons based on an ineligibility
determination under section 6(b), other than claims collected pur-
suant to subparagraph (A), by using other means of collection, un-
less the State agency demonstrates to the satisfaction of the Sec-
retary that such other means are not cost effective.

[(2)(A) State agencies shall collect any claim against a house-
hold arising from the overissuance of coupons, other than claims
the collection of which is provided for in paragraph (1) of this sub-
section and claims arising from an error of the State agency, by re-
ducing the monthly allotments of the household, except that the
household shall be given notice permitting it to elect another
means of repayment and given 10 days to make such an election
before the State agency commences action to reduce the house-
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hold’s monthly allotment. These collections shall be limited to 10
per centum of the monthly allotment (or $10 per month, whenever
that would result in a faster collection rate).

[(B) State agencies may collect any claim against a household
arising from the overissuance of coupons, other than claims col-
lected pursuant to paragraph (1) or subparagraph (A), by using
other means of collection. ]

(b) COLLECTION OF OVERISSUANCES.—

(1) IN GENERAL.—Except as otherwise provided in this sub-
section, a State agency shall collect any overissuance of coupons
issued to a household by—

(A) reducing the allotment of the household;
(B) withholding amounts from unemployment com-
pensation from a member of the household under sub-

section (c);

(C) recovering from Federal pay or a Federal income
tax refund under subsection (d); or
(D) any other means.

(2) COST EFFECTIVENESS.—Paragraph (1) shall not apply if
the State agency demonstrates to the satisfaction of the Sec-
retary that all of the means referred to in paragraph (1) are not
cost effective.

(3) MAXIMUM REDUCTION ABSENT FRAUD.—If a household
received an overissuance of coupons without any member of the
household being found ineligible to participate in the program
under section 6(b)(1) and a State agency elects to reduce the al-
lotment of the household under paragraph (1)(A), the State
agency shall not reduce the monthly allotment of the household
under paragraph (1)(A) by an amount in excess of the greater
of—

(A) 10 percent of the monthly allotment of the house-
hold; or
(B) $10.

(4) PROCEDURES.—A State agency shall collect an overissu-
ance of coupons issued to a household under paragraph (1) in
accordance with the requirements established by the State agen-
¢y for providing notice, electing a means of payment, and estab-
lishing a time schedule for payment.

* * * * * * *

(d) The amount of an overissuance of coupons [as determined
under subsection (b) and except for claims arising from an error of
the State agency,l, as determined under subsection (b)(1), that has
not been recovered pursuant to such subsection may be recovered
from Federal pay (including salaries and pensions) as authorized
by section 5514 of title 5 of the United States Code or a Federal
income tax refund as authorized by section 3720A of title 31, United
States Code.

ADMINISTRATIVE AND JUDICIAL REVIEW

SEC. 14. (a)(1) Whenever an application of a retail food store
or wholesale food concern to participate in the food stamp program
is denied pursuant to section 9 of this Act, or a retail food store
or wholesale food concern is disqualified or subjected to a civil
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money penalty under the provisions of section 12 of this Act, or a
retail food store or wholesale food concern forfeits a bond under
section 12(d) of this Act, or all or part of any claim of a retail food
store or wholesale food concern is denied under the provisions of
section 13 of this Act, or a claim against a State agency is stated
pursuant to the provisions of section 13 of this Act, notice of such
administrative action shall be issued to the retail food store, whole-
sale food concern, or State agency involved.

(2) Such notice shall be delivered by certified mail or personal
service.

(3) If such store, concern, or State agency is aggrieved by such
action, it may, in accordance with regulations promulgated under
this Act, within ten days of the date of delivery of such notice, file
a written request for an opportunity to submit information in sup-
port of its position to such person or persons as the regulations
may designate.

(4) If such a request is not made or if such store, concern, or
State agency fails to submit information in support of its position
?ftef filing a request, the administrative determination shall be
inal.

(5) If such request is made by such store, concern, or State
agency, such information as may be submitted by the store, con-
cern, or State agency, as well as such other information as may be
available, shall be reviewed by the person or persons designated by
the Secretary, who shall, subject to the right of judicial review
hereinafter provided, make a determination which shall be final
and which shall take effect thirty days after the date of the deliv-
ery or service of such final notice of determination.

(6) Determinations regarding claims made pursuant to section
16(c) (including determinations as to whether there is good cause
for not imposing all or a portion of the penalty) shall be made on
the record after opportunity for an agency hearing in accordance
with section 556 and 557 of title 5, United States Code, in which
one or more administrative law judges appointed pursuant to sec-
tion 3105 of such title shall preside over the taking of evidence.

(7) Such judges shall have authority to issue and enforce sub-
poenas in the manner prescribed in sections 13 (c¢) and (d) of the
Perishable Agricultural Commodities Act of 1930 (7 U.S.C. 499m
(c) and (d)) and to appoint expert witnesses under the provisions
of Rule 706 of the Federal Rules of Evidence.

(8) The Secretary may not limit the authority of such judges
presiding over determinations regarding claims made pursuant to
section 16(c).

(9) The Secretary shall provide a summary procedure for deter-
minations regarding claims made pursuant to section 16(c) in
amounts less than $50,000.

(10) Such summary procedure need not include an oral hear-
ing.

(11) On a petition by the State agency or sua sponte, the Sec-
retary may permit the full administrative review procedure to be
used in lieu of such summary review procedure for a claim of less
than $50,000.

(12) Subject to the right of judicial review hereinafter provided,
a determination made by an administrative law judge regarding a
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claim made pursuant to section 16(c) shall be final and shall take
effect thirty days after the date of the delivery or service of final
notice of such determination.

(13) If the store, concern, or State agency feels aggrieved by
such final determination, it may obtain judicial review thereof by
filing a complaint against the United States in the United States
court for the district in which it resides or is engaged in business,
or, in the case of a retail food store or wholesale food concern, in
any court of record of the State having competent jurisdiction,
within thirty days after the date of delivery or service of the final
notice of determination upon it, requesting the court to set aside
such determination.

(14) The copy of the summons and complaint required to be de-
livered to the official or agency whose order is being attacked shall
be sent to the Secretary or such person or persons as the Secretary
may designate to receive service of process.

(15) The suit in the United States district court or State court
shall be a trial de novo by the court in which the court shall deter-
mine the validity of the questioned administrative action in issue,
except that judicial review of determinations regarding claims
made pursuant to section 16(c) shall be a review on the administra-
tive record.

(16) If the court determines that such administrative action is
invalid, it shall enter such judgment or order as it determines is
in accordance with the law and the evidence.

(17) During the pendency of such judicial review, or any appeal
therefrom, the administrative action under review shall be and re-
main in full force and effect, unless on application to the court on
not less than ten days’ notice, and after hearing thereon and a con-
sideration by the court of the applicant’s likelihood of prevailing on
the merits and of irreparable injury, the court temporarily stays
such administrative action pending disposition of such trial or ap-
peal.

(18) SUSPENSION OF STORES PENDING REVIEW.—Notwith-
standing any other provision of this subsection, any permanent
disqualification of a retail food store or wholesale food concern
under paragraph (3) or (4) of section 12(b) shall be effective
from the date of receipt of the notice of disqualification. If the
disqualification is reversed through administrative or judicial
review, the Secretary shall not be liable for the value of any
sales lost during the disqualification period.

* * & & * * &

VIOLATIONS AND ENFORCEMENT
SEC. 15. (a) * * *

* * * * * * *

(g) The Secretary may subject to forfeiture and denial of prop-
erty rights any nonfood items, moneys, negotiable instruments, se-
curities, or other things of value that are furnished [or intended
to be furnished] by any person in exchange for coupons, authoriza-
tion cards or access devices, or anything of value obtained by use
of an access device, in any manner contrary to this Act or the regu-
lations issued under this Act. Any forfeiture and disposal of prop-
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erty forfeited under this subsection shall be conducted in accord-
ance with procedures contained in regulations issued by the Sec-
retary.

(h) CRIMINAL FORFEITURE.—

(1) IN GENERAL.—In imposing a sentence on a person con-
victed of an offense in violation of subsection (b) or (c), a court
shall order, in addition to any other sentence imposed under
this subsection, that the person forfeit to the United States all
property described in paragraph (2).

(2) PROPERTY SUBJECT TO FORFEITURE.—AIL property, real
and personal, used in a transaction or attempted transaction,
to commit, or to facilitate the commission of, a violation (other
than a misdemeanor) of subsection (b) or (c), or proceeds trace-
able to a violation of subsection (b) or (c), shall be subject to for-
feiture to the United States under paragraph (1).

(3) INTEREST OF OWNER.—No interest in property shall be
forfeited under this subsection as the result of any act or omis-
sion established by the owner of the interest to have been com-
mitted or omitted without the knowledge or consent of the
owner.

(4) PROCEEDS.—The proceeds from any sale of forfeited
property and any monies forfeited under this subsection shall be
used—

(A) first, to reimburse the Department of Justice for the
costs incurred by the Department to initiate and complete
the forfeiture proceeding;

(B) second, to reimburse the Department of Agriculture
Office of Inspector General for any costs the Office incurred
in the law enforcement effort resulting in the forfeiture;

(C) third, to reimburse any Federal or State law en-
forcement agency for any costs incurred in the law enforce-
ment effort resulting in the forfeiture; and

(D) fourth, by the Secretary to carry out the approval,
reauthorization, and compliance investigations of retail
stores and wholesale food concerns under section 9.

ADMINISTRATIVE COST-SHARING AND QUALITY CONTROL

SEC. 16. (a) The Secretary is authorized to pay to each State
agency an amount equal to 50 per centum of all administrative
costs involved in each State agency’s operation of the food stamp
program, which costs shall include, but not be limited to, the cost
of (1) the certification of applicant households, (2) the acceptance,
storage, protection, control, and accounting of coupons after their
delivery to receiving points within the State, (3) the issuance of
coupons to all eligible households, (4) food stamp informational ac-
tivities, including those undertaken under section 11(e)(1)(A), but
not including recruitment activities, (5) fair hearings, (6) automated
data processing and information retrieval systems subject to the
conditions set forth in subsection (g), (7) food stamp program inves-
tigations and prosecutions, and (8) implementing and operating the
immigration status verification system established under section
1137(d) of the Social Security Act (42 U.S.C. 1320b—7(d)): Provided,
That the Secretary is authorized at the Secretary’s discretion to
pay any State agency administering the food stamp program on all
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or part of an Indian reservation under section 11(d) of this Act
such amounts for administrative costs as the Secretary determines
to be necessary for effective operation of the food stamp program,
as well as to permit each State to retain [25 percent during the
period beginning October 1, 1990, and ending September 30, 1995,
and 50 percent thereafter of the value of all funds or allotments re-
covered or collected pursuant to subsections (b)(1) and (c) of section
13 and 10 percent during the period beginning October 1, 1990,
and ending September 30, 1995, and 25 percent thereafter of the
value of all funds or allotments recovered or collected pursuant to
section 13(b)(2) of this Act, except the value of funds or allotments
recovered or collected pursuant to section 13(b)(2) which arise from
an error of a State agencyl 25 percent of the overissuances collected
by the State agency under section 13, except those overissuances
arising from an error of the State agency. The officials responsible
for making determinations of ineligibility under this Act shall not
receive or benefit from revenues retained by the State under the
provisions of this subsection.

[(b) The Secretary shall (1) establish standards for the efficient
and effective administration of the food stamp program by the
States, including standards for the periodic review of the hours
that food stamp offices are open during the day, week, or month
to ensure that employed individuals are adequately served by the
food stamp program, and (2) instruct each State to submit, at regu-
lar intervals, reports which shall specify the specific administrative
actions proposed to be taken and implemented in order to meet the
efficiency and effectiveness standards established pursuant to
clause (1) of this subsection.]

(b) WORK SUPPLEMENTATION OR SUPPORT PROGRAM.—

(1) DEFINITION OF WORK SUPPLEMENTATION OR SUPPORT
PROGRAM.—In this subsection, the term “work supplementation
or support program” means a program under which, as deter-
mined by the Secretary, public assistance (including any bene-
fits provided under a program established by the State and the
food stamp program) is provided to an employer to be used for
hiring and employing a public assistance recipient who was not
employed by the employer at the time the public assistance re-
cipient entered the program.

(2) PROGRAM.—A State agency may elect to use an amount
equal to the allotment that would otherwise be issued to a
household under the food stamp program, but for the operation
of this subsection, for the purpose of subsidizing or supporting
a job under a work supplementation or support program estab-
lished by the State.

(3) PROCEDURE.—If a State agency makes an election under
paragraph (2) and identifies each household that participates
in the food stamp program that contains an individual who is
participating in the work supplementation or support pro-
gram—

(A) the Secretary shall pay to the State agency an
amount equal to the value of the allotment that the house-
hold would be eligible to receive but for the operation of
this subsection;
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(B) the State agency shall expend the amount received
under subparagraph (A) in accordance with the work
supplementation or support program in lieu of providing
the allotment that the household would receive but for the
operation of this subsection;

(C) for purposes of—

(i) sections 5 and 8(a), the amount received under
this subsection shall be excluded from household in-
come and resources; and

(it) section 8(b), the amount received under this
subsection shall be considered to be the value of an al-
lotment provided to the household; and
(D) the household shall not receive an allotment from

the State agency for the period during which the member

continues to participate in the work supplementation or
support program.

(4) OTHER WORK REQUIREMENTS.—No individual shall be
excused, by reason of the fact that a State has a work
supplementation or support program, from any work require-
ment under section 6(d), except during the periods in which the
individual is employed under the work supplementation or sup-
port program.

(5) LENGTH OF PARTICIPATION.—A State agency shall pro-
vide a description of how the public assistance recipients in the
program shall, within a specific period of time, be moved from
supplemented or supported employment to employment that is
not supplemented or supported.

(6) DISPLACEMENT.—A work supplementation or support
program shall not displace the employment of individuals who
are not supplemented or supported.

(c)(1) The program authorized under this Act shall include a
system that enhances payment accuracy by establishing fiscal in-
centives that require State agencies with high error rates to share
in the cost of payment error and provide enhanced administrative
funding ‘EZ )Stit(is >\kzvith the lowest error rates. Under such system—

(B) the Secretary shall foster management improvements
by the States [pursuant to subsection (b)] by requiring State
agencies other than those receiving adjustments under sub-
paragraph (A) to develop and implement corrective action
plans to reduce payment errors; and

* * * * * * *

[(h)(1)(A) The Secretary shall allocate among the State agen-
cies in each fiscal year, from funds appropriated for the fiscal year
under section 18(a)(1), the amount of $75,000,000 for each of the
fiscal years 1991 through 2002 to carry out the employment and
training program under section 6(d)(4), except as provided in para-
graph (3), during the fiscal year.

[(B) In making the allocation required by subparagraph (A) for
each of the fiscal years 1992 through 2002, the Secretary shall allo-
cate $15,000,000 among the States based on State agency perform-
ance under section 6(d)(4), as determined by the Secretary.

[(C) In making the allocation required by subparagraph (A) for
fiscal year 1992, the Secretary shall allocate nonperformance fund-
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ing of $60,000,000 among the States in a manner such that each
State is allocated funds equal to—

[(i) a funding level determined under the nonperformance
funding allocation formula used for fiscal year 1991,

[(i1) increased by one half of the difference between such
funding level and an amount, if larger, based on the State’s
proportion of the number of individuals registered for work
under section 6(d)(4); or

[(iii) decreased by one half of the difference between such
funding level and such amount, if such amount is smaller.

[(D) In making the allocation required by subparagraph (A) for
each of the fiscal years 1993 through 2002, the Secretary shall allo-
cate nonperformance funding of $60,000,000 among the States
based on each State’s proportion of the number of individuals reg-
istered for work under section 6(d)(4).

[(E) Notwithstanding subparagraphs (C) and (D), the Sec-
retary shall—

[() for fiscal year 1992, ensure that each State is allocated
at least $50,000 by reducing, to the extent necessary, the funds
allocated to States (other than States allocated less than
$50,000) whose funding level has been increased under sub-
paragraph (C); and

[(i1) for each of the fiscal years 1993 through 2002, ensure
that each State is allocated at least $50,000 by reducing, to the
extent necessary, the funds allocated to those States allocated
more than $50,000.

[(F) Each such State’s share of such reduction under subpara-
graph (E) shall represent its proportion of individuals registered for
work under section 6(d)(4) in all States subject to the reduction.]

(h) FUNDING OF EMPLOYMENT AND TRAINING PROGRAMS.—

(1) IN GENERAL.—

(A) AMOUNTS.—To carry out employment and training
programs, the Secretary shall reserve for allocation to State
agencies from funds made available for each fiscal year
under section 18(a)(1) the amount of—

(i) for fiscal year 1996, $75,000,000;

(ii) for fiscal year 1997, $79,000,000;

(iii) for fiscal year 1998, $81,000,000;

(iv) for fiscal year 1999, $84,000,000;

(v) for fiscal year 2000, $86,000,000;

(vi) for fiscal year 2001, $88,000,000; and

(vii) for fiscal year 2002, $90,000,000.

(B) ALLOCATION.—The Secretary shall allocate the
amounts reserved under subparagraph (A) among the State
agencies using a reasonable formula (as determined by the
Secretary) that gives consideration to the population in
each State affected by section 6(o).

(C) REALLOCATION.—

(i) NOTIFICATION.—A State agency shall promptly
notify the Secretary if the State agency determines that
the State agency will not expend all of the funds allo-
cated to the State agency under subparagraph (B).

(it) REALLOCATION.—On notification under clause
(i), the Secretary shall reallocate the funds that the
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State agency will not expend as the Secretary considers

appropriate and equitable.

(D) MINIMUM ALLOCATION.—Notwithstanding subpara-
graphs (A) through (C), the Secretary shall ensure that
each State agency operating an employment and training
program shall receive not less than $50,000 in each fiscal
year.

(2) If, in carrying out such program during such fiscal year, a
State agency incurs costs that exceed the amount allocated to the
State agency under paragraph (1), the Secretary shall pay such
State agency an amount equal to 50 per centum of such additional
costs, subject to the first limitation in paragraph (3), including the
costs for case management and casework to facilitate the transition
from economic dependency to self-sufficiency through work.

* * * * * * *

(5)[(A)] The Secretary shall monitor the employment and
training programs carried out by State agencies under section
6(d)(4) to measure their effectiveness in terms of the increase in
the numbers of household members who obtain employment and
the numbers of such members who retain such employment as a
result of their participation in such employment and training pro-
grams.

[(B) The Secretary shall, not later than January 1, 1989, re-
port to the Committee on Agriculture of the House of Representa-
tives and the Committee on Agriculture, Nutrition, and Forestry of
the Senate on the effectiveness of such employment and training
programs.]

[(6) The Secretary shall develop, and transmit to the Commit-
tee on Agriculture of the House of Representatives and the Com-
mittee on Agriculture, Nutrition, and Forestry of the Senate, a pro-
posal for modifying the rate of Federal payments under this sub-
section so as to reflect the relative effectiveness of the various
States in carrying out employment and training programs under
section 6(d)(4).1

(6) BLOCK GRANT STATES.—Each State electing to operate a
program under section 27 shall—
(A) receive the greater of—
(i) the total dollar value of the funds received
under paragraph (1) by the State during fiscal year
1994; or
(i) the average per fiscal year of the total dollar
value of all funds received under paragraph (1) by the
State during each of fiscal years 1992 through 1994;

an
(B) be eligible to receive funds under paragraph (2),
within the limitations in section 6(d)(4)(K).

* * * & * * *

RESEARCH, DEMONSTRATION, AND EVALUATIONS

SEC. 17.(a) * * *

(b)(1)(A) The Secretary may conduct on a trial basis, in one or
more areas of the United States, pilot or experimental projects de-
signed to test program changes that might increase the efficiency
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of the food stamp program and improve the delivery of food stamp
[benefits to eligible households, includingl benefits to eligible
households, and may waive any requirement of this Act to the extent
necessary for the project to be conducted.

(B) PROJECT REQUIREMENTS.—

(i) PROGRAM GOAL.—The Secretary may not con-
duct a project under subparagraph (A) unless the
project is consistent with the goal of the food stamp
program of providing food assistance to raise levels of
nutrition among low-income individuals.

(it) PERMISSIBLE PROJECTS.—The Secretary may
conduct a project under subparagraph (A) to—

(D) improve program administration;

(I1) increase the self-sufficiency of food stamp
recipients;

d(III) test innovative welfare reform strategies;
an

(IV) allow greater conformity with the rules of
other programs than would be allowed but for this
paragraph.

(iii) IMPERMISSIBLE PROJECTS.—The Secretary may
not conduct a project under subparagraph (A) that—

(D involves the payment of the value of an al-
lotment in the form of cash, unless the project was
approved prior to the date of enactment of this
subparagraph;

(I1) substantially transfers funds made avail-
able under this Act to services or benefits provided
primarily through another public assistance pro-
gram; or

(I11) is not limited to a specific time period.

(iv) ADDITIONAL INCLUDED PROJECTS.—Pilot or ex-
perimental projects may include projects involving the
payment of the value of allotments or the average
value of allotments by household size in the form of
cash to eligible households all of whose members are
age sixty-five or over or any of whose members are en-
titled to supplemental security income benefits under
title XVI of the Social Security Act or to aid to families
with dependent children under part A of title IV of the
Social Security Act, the use of countersigned food cou-
pons or similar identification mechanisms that do not
invade a household’s privacy, and the use of food
checks or other voucher-type forms in place of food
coupons. [The Secretary may waive the requirements
of this Act to the degree necessary for such projects to
be conducted, except that no project, other than a
project involving the payment of the average value of
allotments by household size in the form of cash to eli-
gible households or a project conducted under para-
graph (3), shall be implemented which would lower or
further restrict the income or resource standards or
benefit levels provided pursuant to sections 5 and 8 of
this Act.] Any pilot or experimental project imple-
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mented under this paragraph and operating as of Oc-
tober 1, 1981, involving the payment of the value of al-
lotments in the form of cash to eligible households all
of whose members are either age sixty-five or over or
entitled to supplemental security income benefits
under title XVI of the Social Security Act shall be con-
tinued through October 1, 2002, if the State so re-
quests.

[(B)] (C)G) No waiver or demonstration program shall be ap-
proved under this Act after the date of enactment of this subpara-
graph unless—

(I) any household whose food assistance is issued in a form
other than coupons has its allotment increased to the extent
necessary to compensate for any State or local sales tax that
may be collected in all or part of the area covered by the dem-
onstration project, the tax on purchases of food by any such
household is waived, or the Secretary determines on the basis
of information provided by the State agency that the increase
is unnecessary on the basis of the limited nature of the items
subject to the State or local sales tax; and

(IT) the State agency conducting the demonstration project
pays the cost of any increased allotments.

(i1) Clause (i) shall not apply if a waiver or demonstration
project already provides a household with assistance that exceeds
that which the household would otherwise be eligible to receive by
more than the estimated amount of any sales tax on the purchases
of food that would be collected from the household in the project
area in which the household resides.

(D) RESPONSE TO WAIVERS.—

(i) RESPONSE.—Not later than 60 days after the
date of receiving a request for a waiver under subpara-
graph (A), the Secretary shall provide a response
that—

(I) approves the waiver request;

(I1) denies the waiver request and explains any
modification needed for approval of the waiver re-
quest;

(III) denies the waiver request and explains
the grounds for the denial; or

(IV) requests clarification of the waiver re-
quest.

(it) FAILURE TO RESPOND.—If the Secretary does
not provide a response in accordance with clause (i),
the waiver shall be considered approved, unless the ap-
proval is specifically prohibited by this Act.

(iii) NOTICE OF DENIAL.—On denial of a waiver re-
quest under clause (i)(II1), the Secretary shall provide
a copy of the waiver request and a description of the
reasons for the denial to the Committee on Agriculture
of the House of Representatives and the Committee on
Agriculture, Nutrition, and Forestry of the Senate.

(2) The Secretary shall, jointly with the Secretary of Labor, im-
plement two pilot projects involving the performance of work in re-
turn for food stamp benefits in each of the seven administrative re-
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gions of the Food and Nutrition Service of the Department of Agri-
culture, such projects to be (A) appropriately divided in each region
between locations that are urban and rural in characteristics and
among locations selected to provide a representative cross-section
of political subdivisions in the States and (B) submitted for ap-
proval prior to project implementation, together with the names of
the agencies or organizations that will be engaged in such projects,
to the Committee on Agriculture of the House of Representatives
and the Committee on Agriculture, Nutrition, and Forestry of the
Senate. Under such pilot projects, any person who is subject to the
work registration requirements pursuant to section 6(d) of this Act,
and is a member of a household that does not have earned income
equal to or exceeding the allotment to which the household is oth-
erwise entitled pursuant to section 8(a) of this Act, shall be ineli-
gible to participate in the food stamp program as a member of any
household during any month in which such person refuses, after
not being offered employment in the private sector of the economy
for more than thirty days (ten days in at least one pilot project
area designated by the Secretary) after the initial registration for
employment referred to in section [6(d)(1)(1)1 6(d)(1)(A)(i) of this
Act, to accept an offer of employment from a political subdivision
or a prime sponsor pursuant to the Comprehensive Employment
and Training Act of 1973, as amended (29 U.S.C. 812), for which
employment compensation shall be paid in the form of the allot-
ment to which the household is otherwise entitled pursuant to sec-
tion 8(a) of this Act, with each hour of employment entitling the
household to a portion of the allotment equal in value to 100 per
centum of the Federal minimum hourly rate under the Fair Labor
Standards Act of 1938, as amended (29 U.S.C. 206(a)(1)); which
employment shall not, together with any other hours worked in any
other capacity by such person exceed forty hours a week; and which
employment shall not be used by the employer to fill a job opening
created by the action of such employer in laying off or terminating
the employment of any regular employee not supported under this
paragraph in anticipation of filling the vacancy so created by hiring
an employee or employees to be supported under this paragraph:
Provided, That all of the political subdivision’s or prime sponsor’s
public service jobs supported under the Comprehensive Employ-
ment and Training Act of 1973, as amended (29 U.S.C. 812), are
filled before such subdivision or sponsor can extend a job offer pur-
suant to this paragraph: Provided further, That the sponsor of each
such project shall provide the assurances required of prime spon-
sors under section 205(c)(7), (8), (15), (19), and (24) of the Com-
prehensive Employment and Training Act of 1973, as amended (29
U.S.C. 845(c)), and the Secretary shall require such sponsors to
comply with the conditions contained in sections 208(a)(1), (4), and
(5) and (¢) and 703(4) of the Comprehensive Employment and
Training Act of 1973, as amended (29 U.S.C. 848 (a) and (c) and
983). The Secretary and the Secretary of Labor shall jointly issue
reports to the appropriate committees of Congress on the progress
of such pilot projects no later than six and twelve months following
enactment of this Act, shall issue interim reports no later than Oc-
tober 1, 1979, October 1, 1980, and March 30, 1981, shall issue a
final report describing the results of such pilot projects based upon
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their operation from their commencement through the fiscal year
ending September 30, 1981, and shall pay to the agencies or orga-
nizations operating such pilot projects 50 per centum of all admin-
istrative costs involved in such operation.

* * * ES ES * &

[(d)(1) As used in this subsection, the term “qualification pe-
riod” means a period of time immediately preceding—

[(A) in the case of a new applicant for benefits under this
Act, the date on which application for such benefits is made by
the individual; or

[(B) in the case of an otherwise continuing recipient of
coupons under this Act, the date on which such coupons would
otherwise be issued to the individual.

[(2) Upon application of a State or political subdivision thereof,
the Secretary may conduct one pilot project involving the employ-
ment requirements described in this subsection in each of four
project areas selected by the Secretary.

[(3) Under the pilot projects conducted pursuant to this sub-
section, except as provided in paragraphs (4), (5), and (6), an indi-
vidual who resides in a project area shall not be eligible for assist-
ance under this Act if the individual was not employed a minimum
of twenty hours per week, or did not participate in a workfare pro-
gFam established under section 20, during a qualification period
o —

[(A) thirty or more consecutive days, in the case of an indi-
vidual whose benefits under a State or Federal unemployment
compensation law were terminated immediately before such
qualification period began; or

[(B) sixty or more consecutive days, in the case of an indi-
vidual not described in clause (A).

[(4) The provisions of paragraph (3) shall not apply in the case
of an individual who—

[(A) is under eighteen or over fifty-nine years of age;

[(B) is certified by a physician as physically or mentally
unfit for employment;

[(C) is a parent or other member of a household with re-
sponsibility for the care of a dependent child under six years
of age or of an incapacitated person;

[(D) is a parent or other caretaker of a child under six
years of age in a household in which there is another parent
who, unless covered by clause (A) or (B), or both such clauses,
is employed a minimum of twenty hours per week or partici-
pating in a workfare program established under section 20;

[(E) is in compliance with section 6(d) and demonstrates,
in a manner prescribed by the Secretary, that the individual
is able and willing to accept employment but is unable to ob-
tain such employment; or

[(F) is a member of any other group described by the Sec-
retary.

[(5) The Secretary may waive the requirements of paragraph
(3) in the case of all individuals within all or part of a project area
if the Secretary finds that such area—

[(A) has an unemployment rate of over 10 per centum; or
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[(B) does not have a sufficient number of jobs to provide
employment for individuals subject to this subsection.

[(6) An individual who has become ineligible for assistance
under this Act by reason of paragraph (3) may reestablish eligi-
bility for assistance after a period of ineligibility by—

[(1) becoming employed for a minimum of twenty hours
per week during any consecutive thirty-day period; or

[(2) participating in a workfare program established under
section 20 during any consecutive thirty-day period.]

(d) EMPLOYMENT INITIATIVES PROGRAM.—

(1) ELECTION TO PARTICIPATE.—

(A) IN GENERAL.—Subject to the other provisions of this
subsection, a State may elect to carry out an employment
initiatives program under this subsection.

(B) REQUIREMENT.—A State shall be eligible to carry
out an employment initiatives program under this sub-
section only if not less than 50 percent of the households
that received food stamp benefits during the summer of
1993 also received benefits under a State program funded
under part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.) during the summer of 1993.

(2) PROCEDURE.—

(A) IN GENERAL.—A State that has elected to carry out
an employment initiatives program under paragraph (1)
may use amounts equal to the food stamp allotments that
would otherwise be issued to a household under the food
stamp program, but for the operation of this subsection, to
provide cash benefits in lieu of the food stamp allotments
to the household if the household is eligible under para-
graph (3).

(B) PAYMENT.—The Secretary shall pay to each State
that has elected to carry out an employment initiatives pro-
gram under paragraph (1) an amount equal to the value of
the allotment that each household would be eligible to re-
ceive under this Act but for the operation of this subsection.

(C) OTHER PROVISIONS.—For purposes of the food
stamp program (other than this subsection)—

(i) cash assistance under this subsection shall be
considered to be an allotment; and

(it) each household receiving cash benefits under
this subsection shall not receive any other food stamp
benefit for the period for which the cash assistance is
provided.

(D) ADDITIONAL PAYMENTS.—Each State that has elect-
ed to carry out an employment initiatives program under
paragraph (1) shall—

(i) increase the cash benefits provided to each
household under this subsection to compensate for any

State or local sales tax that may be collected on pur-

chases of food by any household receiving cash benefits

under this subsection, unless the Secretary determines
on the basis of information provided by the State that
the increase is unnecessary on the basis of the limited
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nature of the items subject to the State or local sales
tax; and
(ii) pay the cost of any increase in cash benefits re-

quired by clause (i).

(3) ELIGIBILITY.—A household shall be eligible to receive
cash benefits under paragraph (2) if an adult member of the
household—

(A) has worked in unsubsidized employment for not
less than the preceding 90 days;

(B) has earned not less than $350 per month from the
employment referred to in subparagraph (A) for not less
than the preceding 90 days;

(C)(i) is receiving benefits under a State program fund-
ed under part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.); or

(i) was receiving benefits under a State program fund-
ed under part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.) at the time the member first received
cash benefits under this subsection and is no longer eligible
for the State program because of earned income;

(D) is continuing to earn not less than $350 per month
from the employment referred to in subparagraph (A); and

(E) elects to receive cash benefits in lieu of food stamp
benefits under this subsection.

(4) EVALUATION.—A State that operates a program under
this subsection for 2 years shall provide to the Secretary a writ-
ten evaluation of the impact of cash assistance under this sub-
section. The State agency, with the concurrence of the Secretary,
shall determine the content of the evaluation.

* * * * * * *

[(G)(1) The Secretary may conduct four demonstration projects,
in both urban and rural areas, under which households in which
each member receives benefits under a State plan approved under
part A of title IV of the Social Security Act (42 U.S.C. 601 et seq.)
(hereafter in this subsection referred to as an “eligible household”)
shall be issued monthly allotments following the rules and proce-
dures of programs under part A of title IV of the Social Security
Act, and without regard to the eligibility, benefit, and administra-
tive rules established under this Act other than those terms and
conditions specified under this subsection or established by the Sec-
retary to ensure program integrity.

[(2) In carrying out the demonstration projects, the Secretary
shall ensure the following:

[(A) The third sentence of section 3(i), subsections (b) and
(d)(2) of section 6, the first sentence of section 6(c), paragraphs
(1)(B), (3), (4), and (9) of section 11(e), and all applicable provi-
sions of this Act dealing with the treatment of homeless indi-
viduals and migrant and seasonal farm worker households
shall apply.

[(B) Assistance under the food stamp program shall be
furnished to all eligible households who make application for
assistance by providing any information that is needed by the
State agency to determine the correct monthly allotment and
that has not been provided as part of the household’s applica-
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tion for assistance under part A of title IV of the Social Secu-

rity Act.

[(C) Eligible households’ monthly allotments shall be cal-
culated under section 8(a), except that a household’s income
shall be determined in accordance with subparagraphs (D) and
(E). The allotments shall be provided retroactive to the date of
application.

[(D) For purposes of determining monthly allotments
under this subsection, household income shall be the benefit
provided under part A of title IV of the Social Security Act and
the amount used to determine the household’s benefit under
such part (not including any amount disregarded for dependent
care expenses), except that the amount shall be calculated
without regard to section 402(a)(7)(C) of such Act (42 U.S.C.
602(a)(7)(C)) and shall not include nonrecurring lump-sum in-
come and income deemed or allocated to the household under
such part.

[(E) In computing household income for purposes of deter-
mining monthly allotments, all eligible households shall be al-
lowed the standard, earned income, excess shelter, and medical
expense deductions provided under section 5(e) in lieu of any
earned income disregards provided under section 402(a)(8) of
the Social Security Act (42 U.S.C. 602(a)(8)). Alternatively, the
Secretary may approve demonstration projects under which
households without earned income are allowed such standard,
excess shelter, and medical expense deductions, and household
income for households with earned income is computed using
such deductions and the earned income disregards provided
under section 402(a)(8) of the Social Security Act to the extent
that the Secretary determines they are consistent with the
purposes of the demonstration projects required under this
subsection.

[(F) Uninterrupted food stamp assistance shall be pro-
vided to households who become ineligible to receive the assist-
ance under this subsection but are determined otherwise eligi-
ble for food stamp assistance and to households receiving food
stamp assistance other than under this subsection who are de-
termined eligible under this subsection.

[(G) Any other requirements and administrative proce-
dures equivalent to those applicable under part A of title IV of
the Social Security Act (42 U.S.C. 601 et seq.) may be used in
implementing the demonstration projects required under this
subsection, if the Secretary determines that the requirements
or procedures further the purposes of this subsection and do
not undermine program integrity.

[(3) In establishing the projects, the Secretary shall solicit pro-
posals from, and consult with, interested State and local agencies
and shall consult with the Secretary of Health and Human Services
on waivers of Federal rules under part A of title IV of the Social
Security Act that would assist in carrying out the projects required
under this subsection.

[(4) Not later than six months after termination of any project,
the Secretary shall submit a report to the Committee on Agri-
culture of the House of Representatives and the Committee on Ag-
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riculture, Nutrition, and Forestry of the Senate evaluating the re-
sults of the demonstration projects established under this sub-
section, including evaluations of the effects on recipients and ad-
ministrators.

L(G)] (D)(1)(A) Subject to the availability of funds specifically ap-
propriated to carry out this subsection and subject to the other pro-
visions of this subsection, during each of fiscal years 1992 through
2002, the Secretary shall make grants competitively awarded to
public or private nonprofit organizations to fund food stamp out-
reach demonstration projects (hereinafter in this subsection re-
ferred to as the “projects”) and related evaluations in areas of the
United States to increase participation by eligible low-income
households in the food stamp program. The total amount of grants
provided during a fiscal year may not exceed $5,000,000. Funds ap-
propriated to carry out this subsection shall be used in the year
during which the funds are appropriated. Not more than 20 percent
of the funds appropriated to carry out this subsection shall be used
for evaluations.

* * * * * * &

[(K)] (j) The Secretary shall conduct, under such terms and
conditions as the Secretary shall prescribe, for a period not to ex-
ceed 4 years, projects to test allowing not more than 11,000 eligible
households, in the aggregate, to accumulate resources up to
$10,000 each (which shall be excluded from consideration as a re-
source) for later expenditure for a purpose directly related to im-
proving the education, training, or employability (including self-em-
ployment) of household members, for the purchase of a home for
the household, for a change of the household’s residence, or for
making major repairs to the household’s home.

[(D] (k) The Secretary shall use up to $4,000,000 of the funds
provided in advance in appropriations Acts for projects authorized
by this section to conduct demonstration projects in which State or
local food stamp agencies test innovative ideas for working with
State or local law enforcement agencies to investigate and pros-
ecute coupon trafficking.

(1) RESEARCH ON OPTIONAL STATE FoOD ASSISTANCE BLOCK
GRANT.—The Secretary may conduct research on the effects and
costs of a State program carried out under section 27.

AUTHORIZATION FOR APPROPRIATIONS

SEC. 18. (a)(1) To carry out this Act, there are authorized to
be appropriated such sums as are necessary for each of the fiscal
years [1991 through 19971 1996 through 2002. Not to exceed one-
fourth of 1 per centum of the previous year’s appropriation is au-
thorized in each such fiscal year to carry out the provisions of sec-
tion 17 of this Act, subject to paragraph (3). The Secretary shall,
by the fifteenth day of each month, submit a report to the Commit-
tee on Agriculture of the House of Representatives and the Com-
mittee on Agriculture, Nutrition, and Forestry of the Senate setting
forth the Secretary’s best estimate of the second preceding month’s
expenditure, including administrative costs, as well as the cumu-
lative totals for the fiscal year. In each monthly report, the Sec-
retary shall also state whether there is reason to believe that sup-
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plemental appropriations will be needed to support the operation of
the program through the end of the fiscal year.

* * * * * * *

WORKFARE
SEC. 20. (a) * * *

* * *k & * * *k

[(f) In the event that any person fails to comply with the re-
quirements of this section, neither that person nor the household
to which that person belongs shall be eligible to participate in the
food stamp program for two months, unless that person or another
person in the household satisfies all outstanding workfare obliga-
tions prior to the end of the two-month disqualification period.]l

(f) DISQUALIFICATION.—An individual or a household may be-
come ineligible under section 6(d)(1) to participate in the food stamp
program for failing to comply with this section.

* * *k & * * *k

SEC. 26. SIMPLIFIED FOOD STAMP PROGRAM.

(a) DEFINITION OF FEDERAL COSTS.—In this section, the term
“Federal costs” does not include any Federal costs incurred under
section 17.

(b) ELECTION.—Subject to subsection (d), a State may elect to
carry out a Simplified Food Stamp Program (referred to in this sec-
tion as a “Program”), statewide or in a political subdivision of the
State, in accordance with this section.

(¢) OPERATION OF PROGRAM.—If a State elects to carry out a
Program, within the State or a political subdivision of the State—

(1) a household in which all members receive assistance
under a State program funded under part A of title IV of the
Social Security Act (42 U.S.C. 601 et seq.) shall automatically
be eligible to participate in the Program; and

(2) subject to subsection (f), benefits under the Program
shall be determined under rules and procedures established by
the State under—

(A) a State program funded under part A of title IV of
the Social Security Act (42 U.S.C. 601 et seq.);

(B) the food stamp program (other than section 27); or

(C) a combination of a State program funded under

part A of title IV of the Social Security Act (42 U.S.C. 601

et seq.) and the food stamp program (other than section 27).
(d) APPROVAL OF PROGRAM.—

(1) STATE PLAN.—A State agency may not operate a Pro-
gram unless the Secretary approves a State plan for the oper-
ation of the Program under paragraph (2).

(2) APPROVAL OF PLAN.—The Secretary shall approve any
State plan to carry out a Program if the Secretary determines
that the plan—

(A) complies with this section; and
(B) contains sufficient documentation that the plan will
not increase Federal costs for any fiscal year.

(e) INCREASED FEDERAL COSTS.—
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(1) DETERMINATION.—During each fiscal year and not later
than 90 days after the end of each fiscal year, the Secretary
shall determine whether a Program being carried out by a State
agency is increasing Federal costs under this Act above the Fed-
eral costs incurred under the food stamp program in operation
in the State or political sub-division of the State for the fiscal
year prior to the implementation of the Program, adjusted for
any changes in—

(A) participation;

(B) the income of participants in the food stamp pro-
gram that is not attributable to public assistance; and

(C) the thrifty food plan under section 3(o).

(2) NOTIFICATION.—If the Secretary determines that the
Program has increased Federal costs under this Act for any fis-
cal year or any portion of any fiscal year, the Secretary shall
notify the State not later than 30 days after the Secretary
makes the determination under paragraph (1).

(3) ENFORCEMENT.—

(A) CORRECTIVE ACTION.—Not later than 90 days after
the date of a notification under paragraph (2), the State
shall submit a plan for approval by the Secretary for
prompt corrective action that is designed to prevent the Pro-
gram from increasing Federal costs under this Act.

(B) TERMINATION.—If the State does not submit a plan
under subparagraph (A) or carry out a plan approved by
the Secretary, the Secretary shall terminate the approval of
the State agency operating the Program and the State agen-
¢y shall be ineligible to operate a future Program.

(f) RULES AND PROCEDURES.—

(1) IN GENERAL.—In operating a Program, a State or politi-
cal subdivision of a State may follow the rules and procedures
established by the State or political subdivision under a State
program funded under part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.) or under the food stamp program.

(2) STANDARDIZED DEDUCTIONS.—In operating a Program,
a State or political subdivision of a State may standardize the
deductions provided under section 5(e). In developing the stand-
ardized deduction, the State shall consider the work expenses,
dependent care costs, and shelter costs of participating house-
holds.

(3) REQUIREMENTS.—In operating a Program, a State or
political subdivision shall comply with the requirements of—

(A) subsections (a) through (g) of section 7;

(B) section 8(a) (except that the income of a household
may be determined under a State program funded under
part A of title IV of the Social Security Act (42 U.S.C. 601
et seq.));

(C) subsection (b) and (d) of section 8;

(D) subsections (a), (c), (d), and (n) of section 11;

(E) paragraphs (8), (12), (16), (18), (20), (24), and (25)
of section 11(e);

(F) section 11(e)(10) (or a comparable requirement es-
tablished by the State under a State program funded under
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part A of title IV of the Social Security Act (42 U.S.C. 601
et seq.)); and
(G) section 16.

(4) LIMITATION ON ELIGIBILITY.—Notwithstanding any
other provision of this section, a household may not receive ben-
efits under this section as a result of the eligibility of the house-
hold under a State program funded under part A of title IV of
the Social Security Act (42 U.S.C. 601 et seq.), unless the Sec-
retary determines that any household with income above 130
percent of the poverty guidelines is not eligible for the program.

SEC. 27. STATE FOOD ASSISTANCE BLOCK GRANT.

(a) DEFINITIONS.—In this section:

(1) FOOD ASSISTANCE.—The term “food assistance” means
assistance that may be used only to obtain food, as defined in
section 3(g).

(2) STATE.—The term “State” means each of the 50 States,
the District of Columbia, Guam, and the Virgin Islands of the
United States.

(b) ESTABLISHMENT.—The Secretary shall establish a program
todmake grants to States in accordance with this section to pro-
vide—

(1) food assistance to needy individuals and families resid-
ing in the State; and

(2) funds for administrative costs incurred in providing the
assistance.

(c) ELECTION.—

(1) IN GENERAL.—A State may annually elect to participate
in the program established under subsection (b) if the State—

(A) has fully implemented an electronic benefit transfer
system that operates in the entire State;

(B) has a payment error rate under section 16(c) that
is not more than 6 percent as announced most recently by
the Secretary; or

(C) has a payment error rate in excess of 6 percent and
agrees to contribute non-Federal funds for the fiscal year of
the grant, for benefits and administration of the State’s
food assistance program, the amount determined under
paragraph (2).

(2) STATE MANDATORY CONTRIBUTIONS.—

(A) IN GENERAL.—In the case of a State that elects to
participate in the program under paragraph (1)(C), the
State shall agree to contribute, for a fiscal year, an amount
equal to—

(i) the benefits issued in the State; multiplied by
(ii) the payment error rate of the State; minus

(B)(i) the benefits issued in the State; multiplied by

(ii) 6 percent.

(B) DETERMINATION.—Notwithstanding sections 13 and
14, the calculation of the contribution shall be based solely
on the determination of the Secretary of the payment error
rate.

(C) DATA.—For purposes of implementing subpara-
graph (A) for a fiscal year, the Secretary shall use the data
for the most recent fiscal year available.
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(3) ELECTION LIMITATION.—

(A) RE-ENTERING FOOD STAMP PROGRAM.—A State that
elects to participate in the program under paragraph (1)
may in a subsequent year decline to elect to participate in
the program and instead participate in the food stamp pro-
gram in accordance with the other sections of this Act.

(B) LIMITATION.—Subsequent to re-entering the food
stamp program under subparagraph (A), the State shall
only be eligible to participate in the food stamp program in
accordance with the other sections of this Act and shall not
be eligible to elect to participate in the program established
under subsection (b).

(4) PROGRAM EXCLUSIVE.—

(A) IN GENERAL.—A State that is participating in the
program established under subsection (b) shall not be sub-
Ject to, or receive any benefit under, this Act except as pro-
vided in this section.

(B) CONTRACT WITH FEDERAL GOVERNMENT.—Nothing
in this section shall prohibit a State from contracting with
the Federal Government for the provision of services or ma-
terials necessary to carry out a program under this section.

(d) LEAD AGENCY.—A State desiring to receive a grant under
this section shall designate, in an application submitted to the Sec-
retary under subsection (e)(1), an appropriate State agency respon-
sible for the administration of the program under this section as the
lead agency.

(e) APPLICATION AND PLAN.—

(1) APPLICATION.—To be eligible to receive assistance under
this section, a State shall prepare and submit to the Secretary
an application at such time, in such manner, and containing
such information as the Secretary shall by regulation require,
including—

(A) an assurance that the State will comply with the
requirements of this section;

(B) a State plan that meets the requirements of para-
graph (3); and

(C) an assurance that the State will comply with the
requirements of the State plan under paragraph (3).

(2) ANNUAL PLAN.—The State plan contained in the appli-
cation under paragraph (1) shall be submitted for approval an-
nually.

(3) REQUIREMENTS OF PLAN.—

(A) LEAD AGENCY.—The State plan shall identify the
lead agency.

(B) USE OF BLOCK GRANT FUNDS.—The State plan shall
provide that the State shall use the amounts provided to
the State for each fiscal year under this section—

(i) to provide food assistance to needy individuals
and families residing in the State, other than residents
of institutions who are ineligible for food stamps under
section 3(1); and

(ii) to pay administrative costs incurred in provid-
ing the assistance.
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(C) GrRoUPS SERVED.—The State plan shall describe
how and to what extent the program will serve specific
groups of individuals and families and how the treatment
will differ from treatment under the food stamp program
under the other sections of this Act of the individuals and
families, including—

(i) elderly individuals and families;

(it) migrants or seasonal farmworkers;

(iii) homeless individuals and families;

(iv) individuals and families who live in institu-

tions eligible under section 3(i);

(v) individuals and families with earnings; and
(vi) members of Indian tribes or tribal organiza-
tions.

(D) ASSISTANCE FOR ENTIRE STATE.—The State plan
shall provide that benefits under this section shall be avail-
able throughout the entire State.

(E) NOTICE AND HEARINGS.—The State plan shall pro-
vide that an individual or family who applies for, or re-
ceives, assistance under this section shall be provided with
notice of, and an opportunity for a hearing on, any action
under this section that adversely affects the individual or
family.

(F) ASSESSMENT OF NEEDS.—The State plan shall as-
sess the food and nutrition needs of needy persons residing
in the State.

(G) ELIGIBILITY STANDARDS.—The State plan shall de-
scribe the income, resource, and other eligibility standards
that are established for the receipt of assistance under this
section.

(H) DISQUALIFICATION OF FLEEING FELONS.—The State
plan shall provide for the disqualification of any individual
who would be disqualified from participating in the food
stamp program under section 6(k).

(I) RECEIVING BENEFITS IN MORE THAN 1 JURISDIC-
TION.—The State plan shall establish a system for the ex-
change of information with other States to verify the iden-
tity and receipt of benefits by recipients.

(J) PRivAcYy.—The State plan shall provide for safe-
guarding and restricting the use and disclosure of informa-
tion about any individual or family receiving assistance
under this section.

(K) OTHER INFORMATION.—The State plan shall con-
tain such other information as may be required by the Sec-
retary.

(4) APPROVAL OF APPLICATION AND PLAN.—The Secretary
shall approve an application and State plan that satisfies the
requirements of this section.

(f) No INDIVIDUAL OR FAMILY ENTITLEMENT TO ASSISTANCE.—
Nothing in this section—

(1) entitles any individual or family to assistance under
this section; or

(2) limits the right of a State to impose additional limita-
tions or conditions on assistance under this section.
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(g) BENEFITS FOR ALIENS.—

(1) ELIGIBILITY.—No individual who is an alien shall be el-
igible to receive benefits under a State plan approved under
subsection (e)(4) if the individual is not eligible to participate
in the food stamp program due to the alien status of the indi-
vidual.

(2) INCOME.—The State plan shall provide that the income
of an alien shall be determined in accordance with section 5(i).
(h) EMPLOYMENT AND TRAINING.—

(1) WORK REQUIREMENTS.—No individual or household
shall be eligible to receive benefits under a State plan funded
under this section if the individual or household is not eligible
to participate in the food stamp program under subsection (d)
or (o) of section 6.

(2) WOoRK PROGRAMS.—Each State shall implement an em-
ployment and training program in accordance with the terms
and conditions of section 6(d)(4) for individuals under the pro-
gram and shall be eligible to receive funding under section
16(h).

(i) ENFORCEMENT.—

(1) REVIEW OF COMPLIANCE WITH STATE PLAN.—The Sec-
retary shall review and monitor State compliance with this sec-
tion and the State plan approved under subsection (e)(4).

(2) NONCOMPLIANCE.—

(A) IN GENERAL.—If the Secretary, after reasonable no-
tice to a State and opportunity for a hearing, finds that—

(i) there has been a failure by the State to comply
substantially with any provision or requirement set
forth in the State plan approved under subsection

(e)(4); or

(ii) in the operation of any program or activity for
which assistance is provided under this section, there
is a failure by the State to comply substantially with
any provision of this section;

the Secretary shall notify the State of the finding and that

no further grants will be made to the State under this sec-

tion (or, in the case of noncompliance in the operation of a

program or activity, that no further grants to the State will

be made with respect to the program or activity) until the

Secretary is satisfied that there is no longer any failure to

comply or that the noncompliance will be promptly cor-

rected.

(B) OTHER PENALTIES.—In the case of a finding of non-
compliance made pursuant to subparagraph (A), the Sec-
retary may, in addition to, or in lieu of, imposing the pen-
alties described in subparagraph (A), impose other appro-
priate penalties, including recoupment of money improperly
expended for purposes prohibited or not authorized by this
section and disqualification from the receipt of financial as-
sistance under this section.

(C) NoTICE.—The notice required under subparagraph
(A) shall include a specific identification of any additional
penalty being imposed under subparagraph (B).
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(3) ISSUANCE OF REGULATIONS.—The Secretary shall estab-
lish by regulation procedures for—

(A) receiving, processing, and determining the validity
of complaints made to the Secretary concerning any failure
of a State to comply with the State plan or any requirement
of this section; and

(B) imposing penalties under this section.

(j) GRANT.—

(1) IN GENERAL.—For each fiscal year, the Secretary shall
pay to a State that has an application approved by the Sec-
retary under subsection (e)(4) an amount that is equal to the
grant of the State under subsection (m) for the fiscal year.

(2) METHOD OF GRANT.—The Secretary shall make a grant
to a State for a fiscal year under this section by issuing 1 or
more letters of credit for the fiscal year, with necessary adjust-
ments on account of overpayments or underpayments, as deter-
mined by the Secretary.

(3) SPENDING OF GRANTS BY STATE.—

(A) IN GENERAL.—Except as provided in subparagraph
(B), a grant to a State determined under subsection (m)(1)
for a fiscal year may be expended by the State only in the
fiscal year.

(B) CARRYOVER.—The State may reserve up to 10 per-
cent of a grant determined under subsection (m)(1) for a fis-
cal year to provide assistance under this section in subse-
quent fiscal years, except that the reserved funds may not
exceed 30 percent of the total grant received under this sec-
tion for a fiscal year.

(4) FoOD ASSISTANCE AND ADMINISTRATIVE EXPENDI-
TURES.—In each fiscal year, not more than 6 percent of the Fed-
eral and State funds required to be expended by a State under
this section shall be used for administrative expenses.

(5) PROVISION OF FOOD ASSISTANCE.—A State may provide
food assistance under this section in any manner determined
appropriate by the State, such as electronic benefit transfer lim-
ited to food purchases, coupons limited to food purchases, or di-
rect provision of commodities.

(k) QuaLiTY CONTROL.—Each State participating in the pro-
gram established under this section shall maintain a system in ac-
cordance with, and shall be subject to section 16(c), including sanc-
tions and eligibility for incentive payment under section 16(c), ad-
Justed for State specific characteristics under regulations issued by
the Secretary.

(1) NONDISCRIMINATION.—

(1) IN GENERAL.—The Secretary shall not provide financial
assistance for any program, project, or activity under this sec-
tion if any person with responsibilities for the operation of the
program, project, or activity discriminates with respect to the
program, project, or activity because of race, religion, color, na-
tional origin, sex, or disability.

(2) ENFORCEMENT.—The powers, remedies, and procedures
set forth in title VI of the Civil Rights Act of 1964 (42 U.S.C.
2000d et seq.) may be used by the Secretary to enforce para-
graph (1).
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(m) GRANT CALCULATION.—
(1) STATE GRANT.—

(A) IN GENERAL.—Except as provided in subparagraph
(B), from the amounts made available under section 18 for
each fiscal year, the Secretary shall provide a grant to each
State participating in the program established under this
section an amount that is equal to the sum of—

(i) the greater of, as determined by the Secretary—
(D the total dollar value of all benefits issued
under the food stamp program established under
this Act by the State during fiscal year 1994; or
(I1) the average per fiscal year of the total dol-
lar value of all benefits issued under the food
stamp program by the State during each of fiscal
years 1992 through 1994; and
(ii) the greater of, as determined by the Secretary—
(D) the total amount received by the State for
administrative costs under section 16(a) (not in-
cluding any adjustment under section 16(c)) for fis-
cal year 1994; or
(II) the average per fiscal year of the total
amount received by the State for administrative
costs under section 16(a) (not including any ad-
Jjustment under section 16(c)) for each of fiscal
years 1992 through 1994.

(B) INSUFFICIENT FUNDS.—If the Secretary finds that
the total amount of grants to which States would otherwise
be entitled for a fiscal year under subparagraph (A) will ex-
ceed the amount of funds that will be made available to
provide the grants for the fiscal year, the Secretary shall re-
duce the grants made to States under this subsection, on a
pro rata basis, to the extent necessary.

(2) REDUCTION.—The Secretary shall reduce the grant of a

State by the amount a State has agreed to contribute under

subsection (c)(1(C).

SEC. 28. AVAILABILITY OF COMMODITIES FOR THE EMERGENCY FOOD
ASSISTANCE PROGRAM.

(a) PURCHASE OF COMMODITIES.—From amounts appropriated
under this Act, for each of fiscal years 1997 through 2002, the Sec-
retary shall purchase $300,000,000 of a variety of nutritious and
useful commodities of the types that the Secretary has the authority
to acquire through the Commodity Credit Corporation or under sec-
tion 32 of the Act entitled “An Act to amend the Agricultural Adjust-
ment Act, and for other purposes”, approved August 24, 1935 (7
U.S.C. 612¢), and distribute the commodities to States for distribu-
tion in accordance with section 214 of the Emergency Food Assist-
ance Act of 1983 (Public Law 98-8; 7 U.S.C. 612c¢ note).

(b) Basis FOR CoMMoDITY PURCHASES.—In purchasing com-
modities under subsection (a), the Secretary shall, to the extent prac-
ticable and appropriate, make purchases based on—

(1) agricultural market conditions;
(2) preferences and needs of States and distributing agen-
cies; and
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(3) preferences of recipients.

SECTION 2605 OF THE LOW-INCOME HOME ENERGY
ASSISTANCE ACT OF 1981

APPLICATIONS AND REQUIREMENTS
SEc. 2605. (a) * * *

* * *k & * * *k

(HL(1)] Notwithstanding any other provision of law unless en-
acted in express limitation of this paragraph, the amount of any
home energy assistance payments or allowances provided directly
to, or indirectly for the benefit of, an eligible household under this
title shall not be considered income or resources of such household
(or any member thereof) for any purpose under any Federal or
State law, including any law relating to taxation, [food stamps,]
public assistance, or welfare programs.

[(2) For purposes of paragraph (1) of this subsection and for
purposes of determining any excess shelter expense deduction
under section 5(e) of the Food Stamp Act of 1977 (7 U.S.C.
2014(e))—

[(A) the full amount of such payments or allowances shall
be deemed to be expended by such household for heating or
cooling expenses, without regard to whether such payments or
allowances are provided directly to, or indirectly for the benefit
of, such household; and

[(B) no distinction may be made among households on the
basis of whether such payments or allowances are provided di-
flecl‘glly to, or indirectly for the benefit of, any of such house-

olds.1

EMERGENCY FOOD ASSISTANCE ACT OF 1983

* * * * * * *

TITLE II—_EMERGENCY FOOD ASSISTANCE ACT OF 1983

* * *k & * * *k

[ELIGIBILITY RECIPIENT AGENCIES

[SEC. 201A. As used in this Act the term “eligible recipient
agencies” means public or nonprofit organizations that admin-
ister—

[(1) activities and projects providing nutrition assistance
to relieve situations of emergency and distress through the pro-
vision of food to needy persons, including low-income and un-
employed persons (including the activities and projects of char-
itable institutions, food banks, hunger centers, soup kitchens,
and similar public or private nonprofit eligible recipient agen-
cies) hereinafter in this title referred to as “emergency feeding
organizations”;

[(2) school lunch programs, summer camps for children,
and other child nutrition programs providing food service;
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[(3) nutrition projects operating under the Older Ameri-
cans Act of 1965, including congregate nutrition sites and pro-
viders of home-delivered meals;

[(4) activities and projects that are supported under sec-
tion 4 of the Agricultural and Consumer Protection Act of
1973;

[(5) activities of charitable institutions, including hospitals
and retirement homes, to the extent that needy persons are
served; or

[(6) disaster relief programs;

and that have been designated by the appropriate State agency, or
by the Secretary, and approved by the Secretary for participation
in the program established under this Act.

[AVAILABILITY OF CCC FLOUR, CORNMEAL, AND CHEESE

[SEC. 202A. Notwithstanding any other provision of law—

[(a)(1) To the extent provided in advance in an appropriation
Act, in fiscal year 1988, flour, cornmeal, and cheese acquired by the
Commodity Credit Corporation that are in excess of quantities
needed to—

[(A) carry out other domestic donation programs,

[(B) meet other domestic obligations (including quantities
needed to carry out a payment-in-kind acreage diversion pro-
gram),

[(C) meet international market development and food aid
commitments, and

[(D) carry out the farm price and income stabilization pur-
poses of the Agricultural Adjustment Act of 1938, the Agricul-
tural Act of 1949, and the Commodity Credit Corporation
Charter Act,

shall be made available as provided in paragraph (2).

[(2) The Secretary shall make such excess flour, cornmeal, and
cheese available in any State, in addition to the normal allotment
of such commodities (adjusted by any reallocation) for fiscal year
1988 under this Act, at the request of the chief executive officer of
such State who certifies to the Secretary that—

[(A)(1) individuals in such State who are eligible to receive
flour, cornmeal, and cheese under this Act are not receiving
Zuch commodities distributed under other provisions of this

ct, or

[(ii) the number of unemployed individuals in such State
has increased during the most recent 90-day period for which
unemployment statistics are available prior to the date of the
certification is made, and

[(B) the distribution of flour, cornmeal, and cheese under
this section in such State will not substantially displace the
commercial sale of such commodities in such State.

[(b) Flour, cornmeal, and cheese made available under this
section by the Secretary shall be made available without charge or
credit in fiscal year 1988, in a usable form, for use by eligible recip-
ient agencies in a State.

[(c) The amount of cheese made available under this section in
fiscal year 1988 shall not exceed 14,000,000 pounds.
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[(d) Whenever the Secretary receives a request submitted
under subsection (a)(2), the Secretary shall immediately notify the
Committee on Agriculture of the House of Representatives and the
Committee on Agriculture, Nutrition, and Forestry of the Senate
that such request was received.]

SEC. 201A. DEFINITIONS.
In this Act:

(1) ADDITIONAL COMMODITIES.—The term “additional com-
modities” means commodities made available under section 214
in addition to the commodities made available under sections
202 and 203D.

(2) AVERAGE MONTHLY NUMBER OF UNEMPLOYED PER-
SONS.—The term “average monthly number of unemployed per-
sons” means the average monthly number of unemployed
persons in each State in the most recent fiscal year for which
information concerning the number of unemployed persons is
available, as determined by the Bureau of Labor Statistics of
the Department of Labor.

(3) ELIGIBLE RECIPIENT AGENCY.—The term “eligible recipi-
ent agency” means a public or nonprofit organization—

(A) that administers—

(i) an emergency feeding organization;

(it) a charitable institution (including a hospital
and a retirement home, but excluding a penal institu-
tion) to the extent that the institution serves needy per-
sons;

(iit) a summer camp for children, or a child nutri-
tion program providing food service;

(iv) a nutrition project operating under the Older
Americans Act of 1965 (42 U.S.C. 3001 et seq.), includ-
ing a project that operates a congregate nutrition site
and a project that provides home-delivered meals; or

(v) a disaster relief program;

(B) that has been designated by the appropriate State
agency, or by the Secretary; and

(C) that has been approved by the Secretary for partici-
pation in the program established under this Act.

(4) EMERGENCY FEEDING ORGANIZATION.—The term “emer-
gency feeding organization” means a public or nonprofit organi-
zation that administers activities and projects (including the ac-
tivities and projects of a charitable institution, a food bank, a
food pantry, a hunger relief center, a soup kitchen, or a similar
public or private nonprofit eligible recipient agency) providing
nutrition assistance to relieve situations of emergency and dis-
tress through the provision of food to needy persons, including
low-income and unemployed persons.

(5) Foop BANK.—The term “food bank” means a public or
charitable institution that maintains an established operation
involving the provision of food or edible commodities, or the
products of food or edible commodities, to food pantries, soup
kitchens, hunger relief centers, or other food or feeding centers
that, as an integral part of their normal activities, provide
meals or food to feed needy persons on a regular basis.
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(6) FOOD PANTRY.—The term “food pantry” means a public
or private nonprofit organization that distributes food to low-in-
come and unemployed households, including food from sources
other than the Department of Agriculture, to relieve situations
of emergency and distress.

(7) POVERTY LINE.—The term “poverty line” has the same
meaning given the term in section 673(2) of the Community
Services Block Grant Act (42 U.S.C. 9902(2)).

(8) Sour KITCHEN.—The term “soup kitchen” means a pub-
lic or charitable institution that, as an integral part of the nor-
mal activities of the institution, maintains an established feed-
ing operation to provide food to needy homeless persons on a
regular basis.

(9) TOTAL VALUE OF ADDITIONAL COMMODITIES.—The term
“total value of additional commodities” means the actual cost of
all additional commodities made available under section 214
that are paid by the Secretary (including the distribution and
processing costs incurred by the Secretary).

(10) VALUE OF ADDITIONAL COMMODITIES ALLOCATED TO
EACH STATE.—The term “value of additional commodities allo-
cated to each State” means the actual cost of additional com-
modities made available under section 214 and allocated to
each State that are paid by the Secretary (including the dis-
tribution and processing costs incurred by the Secretary).

SEC. 202A. STATE PLAN.

(a) IN GENERAL.—To receive commodities under this Act, a
State shall submit a plan of operation and administration every 4
years to the Secretary for approval. The plan may be amended at
any time, with the approval of the Secretary.

(b) REQUIREMENTS.—Each plan shall—

(1) designate the State agency responsible for distributing
the commodities received under this Act;
(2) set forth a plan of operation and administration to expe-
ditiously distribute commodities under this Act;
(3) set forth the standards of eligibility for recipient agen-
cies; and
(4) set forth the standards of eligibility for individual or
household recipients of commodities, which shall require—
(A) individuals or households to be comprised of needy
persons; and
(B) individual or household members to be residing in
the geographic location served by the distributing agency at
the time of applying for assistance.

(¢) STATE ADVISORY BOARD.—The Secretary shall encourage
each State receiving commodities under this Act to establish a State
advisory board consisting of representatives of all interested entities,
both public and private, in the distribution of commodities received
under this Act in the State.

* * * * * * *
FEDERAL AND STATE RESPONSIBILITIES

SEC. 203B. (a) The Secretary shall, as expeditiously as pos-
sible, provide the commodities made available under this Act in
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such quantities as can be used without waste to State agencies des-
ignated by the Governor or other appropriate State official for dis-
tribution to eligible recipient agencies, except that the Secretary
may provide such commodities directly to eligible recipient agencies
and to private companies that process such commodities for eligible
recipient agencies under section [203 and 203A of this Act] 203A.
Notwithstanding any other provision of this Act, in the distribution
of commodities under this Act, each State agency shall have the op-
tion to give priority to existing food bank networks and other orga-
nizations whose ongoing primary function is to facilitate the dis-
tribution of food to low-income households, including food from
sources other than the Department of Agriculture.

* * * * * * &

AUTHORIZATION AND APPROPRIATIONS

SEC. 204. (a)(1) There are authorized to be appropriated
$50,000,000 for each of the fiscal years 1991 through 2002, for the
Secretary to make available to the States [for State and local pay-
ments for costs associated with the distribution of commodities by
emergency feeding organizations under this titlel ¢o pay for the di-
rect and indirect administrative costs of the State related to the
processing, transporting, and distributing to eligible recipient agen-
cies of commodities provided by the Secretary under this Act and
commodities secured from other sources. Funds appropriated under
this paragraph for any fiscal year shall be allocated to the States
on an advance basis, dividing such funds among the States in the
same proportions as the commodities distributed under this [titlel
Act for such fiscal year are divided among the States. If a State
agency is unable to use all of the funds so allocated to it, the Sec-
retary shall reallocate such unused funds among the other States.
[States may also use funds provided under this paragraph to pay
for the costs associated with the distribution of commodities under
the program authorized under section 110 of the Hunger Preven-
tion Act of 1988, and to pay for the costs associated with the dis-
triblition of additional commodities provided pursuant to section
214.

(2) Each State shall make available to emergency feeding orga-
nizations in the State not less than 40 per centum of the funds pro-
vided as authorized in paragraph (1) that it has been allocated for
a fiscal year, as necessary to pay for, or provide advance payments
to cover, the direct expenses of the emergency feeding organiza-
tions for distributing commodities to needy persons, but only to the
extent such expenses are actually so incurred by such organiza-
tions. As used in this paragraph, the term direct expenses” includes
costs of transporting, storing, handling, repackaging, processing,
and distributing commodities incurred after they are received by
the organization; costs associated with determinations of eligibility,
verification, and documentation; costs of providing information to
persons receiving commodities under this Act concerning the appro-
priate storage and preparation of such commodities; and costs of
recordkeeping, auditing, and other administrative procedures re-
quired for participation in the program under this [title] Act. If a
State makes a payment, using State funds, to cover direct expenses
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of emergency feeding organizations, the amount of such payment
shall be counted toward the amount a State must make available
for direct expenses of emergency feeding organizations under this
paragraph.

* & * * * & *

(4)(A) Except as provided in subparagraph (B), effective Janu-
ary 1, 1987, to be eligible to receive funds under this subsection,
a State shall provide in cash or in kind (according to procedures
approved by the Secretary for certifying these in-kind contribu-
tions) from non-Federal sources a contribution equal to the dif-
ference between—

(1) the amount of such funds so received; and
(i1) any part of the amount allocated to the State and paid
by the State—
(I) to emergency feeding organizations; or
(IT) for the direct expenses of such organizations;
for use in carrying out this [title] Act.

* * * * * * *

REGULATIONS
SEcC. 210. (a) * * *

* * * * * * *

(e) The Secretary is authorized to issue final regulations with-
out first issuing proposed regulations [(except as otherwise pro-
vided for in section 214(j))] for public comment in order to carry
out the provisions of sections 213 and 214. If final regulations are
issued without such prior public comment the Secretary shall per-
mit public comment on such regulations, consider pertinent com-
ments, and make modifications of such regulations as appropriate
not later than 1 year after the date of enactment of this subsection.
Such final and modified regulations shall be accompanied by a
statement of the basis and purpose for such regulations.

* * * * * * *

[PROGRAM TERMINATION

[SEC. 212. Except for section 207, this Act shall terminate on
September 30, 2002.1

* * * * * * *

SEC. 214. REQUIRED PURCHASES OF COMMODITIES.

[(a) PURPOSE.—It is the purpose of this section to establish a
formula so that the amount, measured by their value, of additional
commodities that are to be allocated to each State can be precisely
calculated for fiscal years 1991 through 2002. The share of com-
modities, as measured by their value, to be allocated to each State
shall be based 60 percent on the number of persons in households
within the State having incomes below the poverty level and 40
percent on the number of unemployed persons within the State.

[(b) DEFINITIONS.—As used in this section—

[(1) ADDITIONAL COMMODITIES.—The term “additional com-
modities” means commodities purchased under this section in
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addition to the commodities otherwise made available under

sections 202 and 203D(a).

[(2) AVERAGE MONTHLY NUMBER OF UNEMPLOYED PER-
SONS.—The term “average monthly number of unemployed per-
sons” refers to the average monthly number of unemployed
persons within each State in the most recent fiscal year for
which such information is available as determined by the Bu-
reau of Labor Statistics of the Department of Labor.

[(3) POVERTY LINE.—The term “poverty line” has the same
meaning given such term in section 673(2) of the Community
Services Block Grant Act (42 U.S.C. 9902(2)).

[(4) TOTAL VALUE OF ADDITIONAL COMMODITIES.—The term
“total value of additional commodities” means the actual cost
(including the distribution and processing costs incurred by the
Secretary), as paid by the Secretary, for all additional commod-
ities purchased under subsection (e).

[(5) VALUE OF ADDITIONAL COMMODITIES ALLOCATED TO
EACH STATE.—The term “value of additional commodities allo-
cated to each State” means the actual cost for additional com-
modities (including the distribution and processing costs in-
curred by the Secretary) as paid by the Secretary under this
section and allocated to such State.

[(c) PURCHASE OF COMMODITIES.—The Secretary shall pur-
chase a variety of nutritious and useful commodities of the types
that the Secretary has the authority to acquire through the Com-
modity Credit Corporation or under section 32 of the Act entitled
“An Act to amend the Agricultural Adjustment Act, and for other
purposes”, approved August 24, 1935 (7 U.S.C. 612¢ note), to sup-
plement the commodities otherwise provided under the program
authorized by this Act.

[(d) TypeEs AND VARIETIES.—The Secretary shall, to the extent
practicable and appropriate, purchase types and varieties of com-
modities—

[(1) with high nutrient density per calorie;

[(2) that are easily and safely stored;

[(3) that are convenient to use and consume;

[(4) that are desired by recipient agencies; and

[(5) that meet the requirement imposed by section
203C(a).

[(e) AMOUNTS.—To carry out this section there are authorized
to be appropriated $175,000,000 for fiscal year 1991, $190,000,000
for fiscal year 1992, and $220,000,000 for each of the fiscal years
1993 through 2002 to purchase, process, and distribute additional
commodities under this section. Any amounts provided for fiscal
years 1991 through 2002 shall be available only to the extent and
in such amounts as are provided in advance in appropriations Acts.

[(©)] (@) MANDATORY ALLOTMENTS.—In each fiscal year, the
Secretary shall allot—

(1) 60 percent of the total value of additional commodities
provided to States in a manner such that the value of addi-
tional commodities allocated to each State bears the same ratio
to 60 percent of the total value of additional commodities as
the number of persons in households within the State having
incomes below the poverty line bears to the total number of
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persons in households within all States having incomes below

such poverty line, and each State shall be entitled to receive

such value of additional commodities; and

(2) 40 percent of the total value of additional commodities
provided to States in a manner such that the value of addi-
tional commodities allocated to each State bears the same ratio
to 40 percent of the total value of additional commodities as
the average monthly number of unemployed persons within the
State bears to the average monthly number of unemployed per-
sons within all States during the same fiscal year, and each
State shall be entitled to receive such value of additional com-
modities.

[(g)] (b) REALLOCATION.—The Secretary shall notify each State
of the amount of the additional commodities that such State is al-
lotted to receive under [subsection (f) or subsection (j) if applica-
ble,] subsection (a) and each State shall promptly notify the Sec-
retary if such State determines that it will not accept any or all
of the commodities made available under such allocation. On such
a notification by a State, the Secretary shall reallocate and distrib-
ute the amount the State was allocated to receive under the for-
mula prescribed in [subsection (f)1 subsection (a) but declines to
accept. The Secretary shall further establish procedures to permit
States to decline to receive portions of such allocation during each
fiscal year as the State determines is appropriate and the Sec-
retary shall reallocate and distribute such allocation. In the event
of any drought, flood, hurricane, or other natural disaster affecting
substantial numbers of persons in a State, county, or parish, the
Secretary may request that States unaffected by such a disaster
consider assisting affected States by allowing the Secretary to re-
allocate commodities to which each such unaffected State is enti-
tled to States containing areas adversely affected by the disaster.

[(h) ADMINISTRATION.—Subject to subsections (e) and (f), or
subsection (j) if applicable, purchases under this section shall be
made by the Secretary at such times and under such conditions as
the Secretary determines appropriate within each fiscal year. All
such commodities purchased for each such fiscal year shall be de-
livered at reasonable intervals to States based on the allotments
calculated under subsection (f), or reallocated under subsection (g),
or calculated under subsection (j) if applicable, before the end of
such fiscal year. Each State shall be entitled to receive that value
of additional commodities that results from the application of the
formula set forth in this section to the total value of additional
commodities. ]

(c) ADMINISTRATION.—

(1) IN GENERAL.—Commodities made available for each fis-
cal year under this section shall be delivered at reasonable in-
tervals to States based on the grants calculated under sub-
section (a), or reallocated under subsection (b), before December
31 of the following fiscal year.

(2) ENTITLEMENT.—Each State shall be entitled to receive
the value of additional commodities determined under sub-
section (a).

[()]1 (d) MAINTENANCE OF EFrrORT.—If a State uses its own
funds to provide commodities or services to organizations receiving



179

funds or services under this section, such State shall not diminish
the level of support it provides to such organizations [or reduce the
amount of funds available for other nutrition programs in the State
in each fiscal year].

[G) NEw ForMULA.—Notwithstanding the provisions of this
section that set forth the specific formula for allocating additional
commodities to each State, the Secretary is authorized to promul-
gate a different precise formula, after prior notice and comment as
required by section 553 of title 5, United States Code, only to the
extent that—

[(1) any such formula is effective at the outset of, and
throughout any given fiscal year;

[(2) any such formula can be used to precisely calculate
the amount of commodities to be made available to each State
by the Secretary for each fiscal year; and

[(3) such formula provides that each State is entitled to
receive that value of additional commodities which results from
the application of such formula to the total value of additional
commodities. ]

* * * & * * *

SECTION 1571 OF THE FOOD SECURITY ACT OF 1985
[REPORT

[Sec. 1571. Not later than April 1, 1987, the Secretary of
Agriculture shall report to Congress on the activities of the pro-
gram conducted under the Temporary Emergency Food Assistance
Act of 1983. Such report shall include information on—

[(1) the volume and types of commodities distributed
under the program;

[(2) the types of State and local agencies receiving com-
modities for distribution under the program;

[(3) the populations served under the program and their
characteristics;

[(4) the Federal, State, and local costs of commodity
distribution operations under the program (including transpor-
tation, storage, refrigeration, handling, distribution, and
administrative costs); and

[(5) the amount of Federal funds provided to cover State
and local costs under the program.]

SECTION 3 OF THE CHARITABLE ASSISTANCE AND
FOOD BANK ACT OF 1987

[SEC. 3. FOOD BANK DEMONSTRATION PROJECT.

[(a) The Secretary of Agriculture shall carry out no less than
one demonstration project to provide and redistribute agricultural
commodities and food products thereof as authorized under section
32 of the Act entitled “An Act to amend the Agricultural Adjust-
ment Act, and for other purposes”, approved August 24, 1935, as
amended (7 U.S.C. 612¢), to needy individuals and families through
community food banks. The Secretary may use a State agency or
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any other food distribution system for such provision or redistribu-
tion of section 32 agricultural commodities and food products
through community food banks under a demonstration project.

[(b) Each food bank participating in the demonstration projects
under this section shall establish a recordkeeping system and
internal procedures to monitor the use of agricultural commodities
and food products provided under this section. The Secretary shall
develop standards by which the feasibility and effectiveness of the
project shall be measured, and shall conduct an ongoing review of
the effectiveness of the projects.

[(c) The Secretary shall determine the quantities, varieties,
and types of agricultural commodities and food products to be made
available under this section.

[(d) This section shall be effective for the period beginning on
the date of enactment of this Act and ending on December 31,
1990.

[(e) The Secretary shall submit annual progress reports to
Congress beginning on July 1, 1988, and a final report on July 1,
1990, regarding each demonstration project carried out under this
section. Such reports shall include analyses and evaluations of the
provision and redistribution of agricultural commodities and food
products under the demonstration projects. In addition, the Sec-
retary shall include in the final report any recommendations re-
garding improvements in the provision and redistribution of agri-
cultural commodities and food products to community food banks
and the feasibility of expanding such method of provisions and re-
distribution of agricultural commodities and food products to other
community food banks.]

HUNGER PREVENTION ACT OF 1988

* * & * * * &

TITLE I—-EMERGENCY HUNGER
PREVENTION

* * * * * * *

Subtitle B—Soup Kitchens and Other
Emergency Food Aid

[SEC. 110. SOUP KITCHENS AND FOOD BANKS.

[(a) PURPOSE.—It is the purpose of this section to establish a
formula so that the amount, measured by their value, of additional
commodities that are to be provided to each State for redistribution
to soup kitchens and food banks can be precisely calculated for fis-
cal years 1989 through 2002. The share of commodities, as meas-
ured by their value, to be provided to each State shall be based 60
percent on the number of persons in households within the State
having incomes below the poverty level and 40 percent on the num-
ber of unemployed persons within the State.

[(b) DEFINITIONS.—As used in this section—
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[(1) ADDITIONAL COMMODITIES.—The term “additional com-
modities” means commodities purchased under this section in
addition to the commodities otherwise made available to soup
kitchens and food banks providing nutrition assistance to re-
lieve situations of emergency and distress.

[(2) AVERAGE MONTHLY NUMBER OF UNEMPLOYED PER-
SONS.—The term “average monthly number of unemployed per-
sons” refers to the average monthly number of unemployed
persons within each State in the most recent fiscal year for
which such information is available as determined by the Bu-
reau of Labor Statistics of the Department of Labor.

[(3) Foop BANKS.—The term “food bank” refers to public
and charitable institutions that maintain an established oper-
ation involving the provision of food or edible commodities, or
the products thereof, to food pantries, soup kitchens, hunger
relief centers, or other food or feeding centers that provide
meals or food to needy persons on a regular basis as an inte-
gral part of their normal activities.

[(4) FooD PANTRY.—The term ‘food pantry’ means a public
or private nonprofit organization that distributes food to low-
income and unemployed households, including food from
sources other than the Department of Agriculture, to relieve
situations of emergency and distress.

[(5) POVERTY LINE.—The term “poverty line” has the same
meaning given such term in section 673(2) of the Community
Services Block Grant Act (42 U.S.C. 9902(2)).

[(6) SECRETARY.—The term “Secretary” means the Sec-
retary of Agriculture.

[(7) Soup KITCHENS.—The term “soup kitchens” refers to
public and charitable institutions that maintain an established
feeding operation to provide food to needy homeless persons on
a regular basis as an integral part of their normal activities.

[(8) TOTAL VALUE OF ADDITIONAL COMMODITIES.—The term
“total value of additional commodities” means the actual cost
(including the processing and distribution costs of the Sec-
retary), as paid by the Secretary, for all additional commodities
purchased under subsection (c).

[(9) VALUE OF ADDITIONAL COMMODITIES ALLOCATED TO A
STATE.—The term “value of additional commodities allocated to
a State” means the actual cost for additional commodities (in-
cluding the processing and distribution costs of the Secretary)
as paid by the Secretary for commodities purchased under this
section and allocated to such State.

[(c) AMOUNTS.—

[(1) 1991 FiscAL YEAR.—During fiscal year 1991, the Sec-
retary shall spend $32,000,000, to purchase, process, and dis-
tribute additional commodities to States for distribution to
soup kitchens and food banks within a given State that provide
nutrition assistance to relieve situations of emergency and dis-
tress through the provision of food and meals to needy persons
and to other institutions that can demonstrate, in accordance
with subsection (j)(3), that they serve predominantly needy
persons.
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[(2) SUBSEQUENT FISCAL YEARS.—There are authorized to
be appropriated $40,000,000 for each of the fiscal years 1992
through 2002 to purchase, process, and distribute additional
commodities to States for distribution to soup kitchens and
food banks within a given State that provide nutrition assist-
ance to relieve situations of emergency and distress through
the provision of food and meals to needy persons and to other
institutions that can demonstrate, in accordance with sub-
section (j)(3), that they serve predominantly needy persons.
Any amounts provided for fiscal years 1992 through 2002 shall
be available only to the extent and in such amounts as are pro-
vided in advance in appropriations Acts.

[(3) FooD PANTRIES.—In instances in which food banks do
not operate within a given State, the State may distribute com-
modities to food pantries.

[(d) MANDATORY ALLOTMENTS.—In each fiscal year, the Sec-
retary shall allot—

[(1) 60 percent of the total value of additional commodities
provided to States in a manner such that the value of addi-
tional commodities allocated to each State bears the same ratio
to 60 percent of the total value of additional commodities as
the number of persons in households within the State having
incomes below the poverty line bears to the total number of
persons in households within all States having incomes below
such poverty line, and each State shall be entitled to receive
such value of additional commodities; and

[(2) 40 percent of the total value of additional commodities
provided to States in a manner such that the value of addi-
tional commodities allocated to each State bears the same ratio
to 40 percent of the total value of additional commodities as
the average monthly number of unemployed persons within the
State bears to the average monthly number of unemployed per-
sons within all States during the same fiscal year, and each
State shall be entitled to receive such value of additional com-
modities.

[(e) ALLOCATION AND REALLOCATION.—

[(1) NOTIFICATION BY SECRETARY.—The Secretary shall no-
tify each State of the amount of the allocation that the State
is entitled to receive under subsection (d).

[(2) NOTIFICATION BY STATE.—

[(A) ACCEPTANCE AMOUNT.—A State shall promptly
notify the Secretary of the amount of commodities that will
be accepted by soup kitchens or food banks. In determining
such amount, the State shall give priority to institutions
that provide meals to homeless individuals.

[(B) LESS THAN FULL AMOUNT ACCEPTED.—A State
shall promptly notify the Secretary if the State determines
that it will not accept the full amount of the allocation
under subsection (d) (or a portion thereof).

[(3) REALLOCATION.—Whenever the Secretary receives a
notification under paragraph (2)(B), the Secretary shall reallo-
cate and distribute the amount of such allocation (or any por-
tion thereof) not accepted, in a fair and equitable manner
among the States that accept the full amount of their respec-
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tive allocations under subsection (d) and that have requested

receipt of additional allocations.

[(f) ADMINISTRATION.—Subject to subsection (c), purchases
under this section shall be made by the Secretary at such times
and under such conditions as the Secretary determines to be appro-
priate within each fiscal year. All commodities purchased under
subsection (¢) within each fiscal year shall be provided to States
prior to the end of each such fiscal year.

[(g) MAINTENANCE OF EFFORT.—If a State uses its own funds
to provide commodities or services under this section, such State
funds shall not be obtained from existing Federal or State pro-
grams.

[(h) INCREASED COMMODITY LEVELS AND MAINTENANCE OF EF-
FORT.—

[(1) INCREASED COMMODITY LEVELS.—Commodities pro-
vided under the amendments made by section 104 and under
this section shall be in addition to the commodities otherwise
provided (through commodity donations traditionally provided
by the Secretary or the Commodity Credit Corporation) to
emergency feeding organizations. The value of the commodity
donations traditionally provided to such organizations shall not
be diminished as a result of the purchases required by the
amendments made by section 104 and this section.

[(2) FEDERAL MAINTENANCE.—The purchase of commod-
ities required under the amendments made by section 104 and
under this section, shall not be made in such a manner as to
cause any reduction in the value of the bonus commodities that
would otherwise be distributed, in the absence of section 104
and this section, to charitable institutions, or to any other do-
mestic food assistance program, such as the programs author-
ized under the National School Lunch Act, the Child Nutrition
Act of 1966, the Food Stamp Act of 1977, or sections 4 and 5
of the Agriculture and Consumer Protection Act of 1973.

[(3) OTHER MAINTENANCE.—Local agencies receiving com-
modities purchased under this section shall provide an assur-
ance to the State that donations of foodstuffs from other
sources shall not be diminished as a result of the receipt of
commodities under this section.

[() NEw FormMULA.—Notwithstanding the provisions of this
section that set forth the specific formula for allocating additional
commodities to each State, the Secretary is authorized to establish
a different precise formula, after prior notice and comment as re-
quired by section 553 of title 5, United States Code, only to the ex-
tent that—

[(1) any such formula is effective at the outset of, and
throughout any given fiscal year;

[(2) any such formula can be used to precisely calculate
the amount of commodities to be made available to each State
by the Secretary for each fiscal year; and

[(3) such formula provides that each State is entitled to
receive that value of additional commodities which results from
the application of such formula to the total value of additional
commodities.
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[(§) PRIORITY SYSTEM FOR STATE DISTRIBUTION OF COMMOD-
ITIES.—

[(1) Sourp KITCHENS.—In distributing commodities under
this section, the distributing agency, under procedures deter-
mined appropriate by the distributing agency, shall offer, or
otherwise make available, its full allocation of commodities for
distribution to soup kitchens and other like organizations that
serve meals to homeless persons, and to food banks for dis-
tribution to such organizations.

[(2) INSTITUTIONS THAT SERVE ONLY LOW-INCOME RECIPI-
ENTS.—If distributing agencies determine that they will not
likely exhaust their allocation of commodities under this sec-
tion through distribution to institutions referred to in para-
graph (1), the distributing agencies shall make the remaining
commodities available to food banks for distribution to institu-
tions that distribute commodities to the needy. When such in-
stitutions distribute commodities to individuals for home con-
sumption, eligibility for such commodities shall be determined
through a means test as determined appropriate by the State
distributing agency.

[(83) OTHER INSTITUTIONS.—If the distributing agency’s
commodity allocation is not likely to be exhausted after dis-
tribution under paragraphs (1) and (2) (as determined by the
food bank), food banks may distribute the remaining commod-
ities to institutions that serve meals to needy persons and do
not employ a means test to determine eligibility for such
meals, provided that the organizations have documented, to
the satisfaction of the food bank, that the organizations do, in
fact, serve predominantly needy persons.

[(k) SETTLEMENT AND ADJUSTMENT OF CLAIMS.—

[(1) IN GENERAL.—The Secretary or a designee of the Sec-
retary shall have the authority to—

[(A) determine the amount of, settle, and adjust any
claim arising under this section; and

[(B) waive such a claim if the Secretary determines
that to do so will serve the purposes of this section.

[(2) LITIGATION.—Nothing contained in this subsection
shall be construed to diminish the authority of the Attorney
General of the United States under section 516 of title 28,
United States Code, to conduct litigation on behalf of the Unit-
ed States.]

* * * * * * *

TITLE II—-NUTRITION IMPROVEMENTS
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[Subtitle C—Food Processing and
Distribution

[SEC. 220. ENCOURAGEMENT OF FOOD PROCESSING AND DISTRIBU-
TION BY ELIGIBLE RECIPIENT AGENCIES.
[(a) SOLICITATION OF APPLICATIONS.—

[(1) IN GENERAL.—Not later than 60 days after the date of
enactment of this Act, the Secretary of Agriculture shall, to the
extent that the Commodity Credit Corporation’s inventory lev-
els permit, solicit applications, in accordance with paragraph
(2), for surplus commodities available for distribution under
section 202 of the Emergency Food Assistance Act of 1983 (7
U.S.C. 612c note).

[(2) REQUIREMENTS.—The solicitation by the Secretary of
Agriculture under paragraph (1) shall be in the form of a re-
quest that any eligible recipient agency (as defined in section
201A of the Emergency Food Assistance Act of 1983) submit an
application to the Secretary that shall include an assurance
that such agency will—

[(A) process any agricultural commodity received in
response to such application into end-use products suitable
for distribution through the Emergency Food Assistance
Program;

[(B) package such products for use by individual
households; and

[(C) distribute such products to State agencies respon-
sible for the administration of the Emergency Food Assist-
ance Program, at no cost to the State agency, for distribu-
tion through the Emergency Food Assistance Program.

[(3) PROHIBITION ON PAYMENT OF PROCESSING COSTS.—
Funds made available under section 204 of the Emergency
Food Assistance Act of 1983 (7 U.S.C. 612¢ note) or funds of
the Commodity Credit Corporation shall not be used to pay
any costs incurred for the processing, storage, transportation or
distribution of the commodities or end-use products prior to
their delivery to the State agency.

[(b) REVIEW OF APPLICATIONS.—

[(1) TIME oF REVIEW.—Not later than 60 days after the
Secretary of Agriculture receives an application solicited under
subsection (a), the Secretary shall approve or disapprove such
application.

[(2) NoOTICE OF DISAPPROVAL.—If the Secretary dis-
approves the application submitted under subsection (a), the
Secretary shall inform the applicant of the reasons for such
disapproval.]

* * * * * * *

TITLE V—_DEMONSTRATION PROJECTS
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[SEC. 502. FOOD BANK DEMONSTRATION PROJECTS.

[(a) IN GENERAL.—The Secretary of Agriculture may carry out
demonstration projects to provide and redistribute to needy individ-
uals and families through community food banks and other chari-
table food banks—

[(1) agricultural commodities or the products thereof made
available under section 416 of the Agricultural Act of 1949 (7
U.S.C. 1431); and

[(2) to the extent practicable, agricultural commodities or
the products thereof made available under section 32 of the Act
entitled “An Act to amend the Agricultural Adjustment Act,
and )for other purposes”, approved August 24, 1935 (7 U.S.C.
612c).

[(b) Foop TyPEs.—The Secretary shall determine the quan-
tities, varieties, and types of agricultural commodities and products
thereof to be made available to community food banks under this
section.

[(c) REPORT.—Not later than July 1, 1990, the Secretary shall
submit, to the Committee on Agriculture of the House of Rep-
resentatives and the Committee on Agriculture, Nutrition, and For-
estry of the Senate, a report describing any demonstration projects
carried out under this section. The report shall include an analysis
and evaluation of the distribution and redistribution of food under
the demonstration projects and the feasibility of expanding the
projects to other community food banks.

[(d) TERMINATION.—The authority provided under this section
shall terminate on September 30, 1990.

[(e) AUTHORIZATION OF APPROPRIATIONS.—There are author-
ized to be appropriated to carry out this section, $400,000 for each
of the fiscal years 1989 through 1990.]

* * * * * * *

SECTION 1773 OF THE FOOD, AGRICULTURE,
CONSERVATION, AND TRADE ACT OF 1990

SEC. 1773. COMMODITY DISTRIBUTION REFORM.
(a) * * %

* * * * * * *

[(f) REPORT ON ENTITLEMENT COMMODITY PROCESSING.—

[(1) IN GENERAL.—Not later than January 1, 1992, the
Comptroller General of the United States shall submit a report
regarding processing of entitlement commodities used in child
nutrition programs to the Committee on Agriculture of the
House of Representatives and the Committee on Agriculture,
Nutrition, and Forestry of the Senate.

[(2) CoNSULTATION.—The Comptroller General shall con-
sult with representatives of State and Federal commodity dis-
tribution authorities, local elected school authorities, local
school food service authorities, and food processors with experi-
ence providing service to child nutrition programs regarding
the scope and design of the report.

[(3) EVALUATION.—The report shall evaluate the extent to
which—
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[(A) processing of entitlement commodities occurs in
the States;

[(B) governmental requirements for participation in
the processing vary among States; and

[(C) entitlement commodity recipients are satisfied
with access to and services provided through entitlement
commodity processing.]

SECTION 904 OF THE ELECTRONIC FUND TRANSFER
ACT

§904. Regulations
(a) kock ok

* * * * * * *

[(d) In the eventl (d) APPLICABILITY TO SERVICE PROVIDERS
OTHER THAN CERTAIN FINANCIAL INSTITUTIONS.—

(1) IN GENERAL.—In the event that electronic fund transfer
services are made available to consumers by a person other
than a financial institution holding a consumer’s account, the
Board shall by regulation assure that the disclosures, protec-
tions, responsibilities, and remedies created by this title are
made applicable to such persons and services.

(2) STATE AND LOCAL GOVERNMENT ELECTRONIC BENEFIT
TRANSFER PROGRAMS.—

(A) EXEMPTION GENERALLY.—The disclosures, protec-
tions, responsibilities, and remedies established under this
title, and any regulation prescribed or order issued by the
Board in accordance with this title, shall not apply to any
electronic benefit transfer program established under State
or local law or administered by a State or local govern-
ment.

(B) EXCEPTION FOR DIRECT DEPOSIT INTO RECIPIENT’S
ACCOUNT.—Subparagraph (A) shall not apply with respect
to any electronic funds transfer under an electronic benefit
transfer program for deposits directly into a consumer ac-
count held by the recipient of the benefit.

(C) RULE OF CONSTRUCTION.—No provision of this
paragraph may be construed as—

(i) affecting or altering the protections otherwise
applicable with respect to benefits established by Fed-
eral, State, or local law; or

(i) otherwise superseding the application of any
State or local law.

(D) ELECTRONIC BENEFIT TRANSFER PROGRAM DE-
FINED.—For purposes of this paragraph, the term “elec-
tronic benefit transfer program”™—

(i) means a program under which a government
agency distributes needs-tested benefits by establishing
accounts to be accessed by recipients electronically,
such as through automated teller machines, or point-of-
sale terminals; and

(ii) does not include employment-related payments,
including salaries and pension, retirement, or unem-
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ployment benefits established by Federal, State, or
local governments.
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Subtitle A—Restructuring Medicaid

SEC. 2001. SHORT TITLE OF SUBTITLE.

This subtitle may be cited as the “Medicaid Restructuring Act
of 1996”.

SEC. 2002. FINDING; GOALS FOR MEDICAID RESTRUCTURING.

(a) FINDING.—The Congress finds that the National Governors’
Association on February 6, 1996, adopted unanimously and on a bi-
partisan basis goals to guide the restructuring of the medicaid pro-
gram.

(b) GoALs FOR RESTRUCTURING.—The following are the 4 pri-
mary goals so adopted:

(1) The basic health care needs of the nation’s most vulner-
able populations must be guaranteed.

(2) The growth in health care expenditures must be
brought under control.

(3) States must have maximum flexibility in the design
and implementation of cost-effective systems of care.

(4) States must be protected from unanticipated program
costs resulting from economic fluctuations in the business
cycle, changing demographics, and natural disasters.

SEC. 2003. RESTRUCTURING THE MEDICAID PROGRAM.

The Social Security Act is amended by inserting after title XIV
the following new title:

“TITLE XV—PROGRAM OF MEDICAL ASSISTANCE FOR LOW-
INCOME INDIVIDUALS AND FAMILIES

“TABLE OF CONTENTS OF TITLE
“Sec. 1500. Purpose; State plans.

“PART A—ELIGIBILITY AND BENEFITS

“Sec. 1501. Guaranteed eligibility and benefits.
“Sec. 1502. Other provisions relating to eligibility and benefits.
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“Sec. 1503. Limitations on premiums and cost-sharing.

“Sec. 1504. Description of process for developing capitation payment rates.
“Sec. 1505. Preventing spousal impoverishment.

“Sec. 1506. Preventing family impoverishment.

“Sec. 1507. State flexibility.

“Sec. 1508. Private rights of action.

“PART B—PAYMENTS TO STATES

“Sec. 1511. Allotment of funds among States.
“Sec. 1512. Payments to States.
“Sec. 1513. Limitation on use of funds; disallowance.

“PART C—ESTABLISHMENT AND AMENDMENT OF STATE PLANS

“Sec. 1521. Description of strategic objectives and performance goals.
“Sec. 1522. Annual reports.

“Sec. 1523. Periodic, independent evaluations.

“Sec. 1524. Description of process for State plan development.

“Sec. 1525. Consultation in State plan development.

“Sec. 1526. Submittal and approval of State plans.

“Sec. 1527. Submittal and approval of plan amendments.

“Sec. 1528. Process for State withdrawal from program.

“Sec. 1529. Sanctions for noncompliance.

“Sec. 1530. Secretarial authority.

“PART D—PROGRAM INTEGRITY AND QUALITY

“Sec. 1551. Use of audits to achieve fiscal integrity.

“Sec. 1552. Fraud prevention program.

“Sec. 1553. Information concerning sanctions taken by State licensing authorities
against health care practitioners and providers.

“Sec. 1554. State fraud control units.

“Sec. 1555. Recoveries from third parties and others.

“Sec. 1556. Assignment of rights of payment.

“Sec. 1557. Quality assurance requirements for nursing facilities.

“Sec. 1558. Other provisions promoting program integrity.

“PART E—GENERAL PROVISIONS

“Sec. 1571. Definitions.

“Sec. 1572. Treatment of territories.

“Sec. 1573. Description of treatment of Indian Health Service facilities.
“Sec. 1574. Application of certain general provisions.

“Sec. 1575. Optional master drug rebate agreements.

“SEC. 1500. PURPOSE; STATE PLANS.

“(a) PURPOSE.—The purpose of this title is to provide funds to
States to enable them to provide medical assistance to low-income
individuals and families in a more effective, efficient, and respon-
sive manner.

“(b) STATE PLAN REQUIRED.—A State is not eligible for pay-
ment under section 1512 unless the State has submitted to the Sec-
retary under part C a plan (in this title referred to as a ‘State
plan’) that—

“(1) sets forth how the State intends to use the funds pro-
vided under this title to provide medical assistance to needy in-
dividuals and families consistent with the provisions of this
title, and

“(2) is approved under such part.

“(c) CONTINUED APPROVAL.—An approved State plan shall con-
tinue in effect unless and until—

“(1) the State amends the plan under section 1527,

“(2) the State terminates participation under this title
under section 1528, or
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“(3) the Secretary finds substantial noncompliance of the

plan with the requirements of this title under section 1529.

“(d) StaTE ENTITLEMENT.—This title constitutes budget au-
thority in advance of appropriations Acts and represents the obliga-
tion of the Federal Government to provide for the payment to
States of amounts provided under part B.

“(e) EFFECTIVE DATE.—No State is eligible for payments under
section 1512 for any calendar quarter beginning before October 1,
1996.

“PART A—ELIGIBILITY AND BENEFITS

“SEC. 1501. GUARANTEED ELIGIBILITY AND BENEFITS.
“(a) GUARANTEED COVERAGE AND BENEFITS FOR CERTAIN POPU-
LATIONS.—

“(1) IN GENERAL.—Each State plan shall provide for mak-
ing medical assistance available for benefits in the guaranteed
benefit package (as defined in paragraph (2)) to individuals
within each of the following categories:

“(A) POOR PREGNANT WOMEN.—Pregnant women with
family income below 133 percent of the poverty line.

“(B) CHILDREN UNDER 6.—Children under 6 years of
age whose family income does not exceed 133 percent of
the poverty line.

“(C) CHILDREN 6 TO 19.—Children born after Septem-
ber 30, 1983, who are over 5 years of age, but under 19
years of age, whose family income does not exceed 100 per-
cent of the poverty line.

“(D) DISABLED INDIVIDUALS.—As elected by the State
under paragraph (3), either—

“(1) disabled individuals (as defined by the State)
who meet the income and resource standards estab-
lished under the plan, or

“(ii) individuals who are under 65 years of age,
who are disabled (as determined under section
1614(a)(3)), and who, using the methodology provided
for determining eligibility for payment of supple-
mental security income benefits under title XVI, meet
the income and resource standards for payment of
such benefits.

“(E) POOR ELDERLY INDIVIDUALS.—Subject to para-
graph (4), elderly individuals who, using the methodology
provided for determining eligibility for payment of supple-
mental security income benefits under title XVI, meet the
}ncome and resource standards for payment of such bene-
its.

“(F) CHILDREN RECEIVING FOSTER CARE OR ADOPTION
ASSISTANCE.—Subject to paragraph (5), children who meet
the requirements for receipt of foster care maintenance
payments or adoption assistance under title IV.

“(G) CERTAIN LOW-INCOME FAMILIES.—Subject to para-
graph (6), individuals and members of families who meet
current AFDC income and resource standards (as defined
in paragraph (6)(C)) in the State, determined using the
methodology for determining eligibility for aid under the
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State plan under part A or part E of title IV (as in effect

as of May 1, 1996).

“(2) GUARANTEED BENEFITS PACKAGE.—In this title, the
term ‘guaranteed benefit package’ means benefits (in an
amount, duration, and scope specified under the State plan) for
at least the following categories of services:

“(A) Inpatient and outpatient hospital services.

“(B) Physicians’ surgical and medical services.

“(C) Laboratory and x-ray services.

“(D) Nursing facility services.

“(E) Home health care.

“(F) Federally-qualified health center services and
rural health clinic services.

“(G) Immunizations for children (in accordance with a
schedule for immunizations established by the Health De-
partment of the State in consultation with the State agen-
cy responsible for the administration of the plan).

“(H) Prepregnancy family planning services and sup-
plies (as specified by the State).

“(I) Prenatal care.

“(J) Physician assistance services, pediatric and family
nurse practitioner services and nurse midwife services.

“(K) EPSDT services (as defined in section 1571(e)) for
individuals who are under the age of 21.

A State may establish criteria, including utilization review,
and cost effectiveness of alternative covered services, for pur-
poses of specifying the amount, duration, and scope of benefits
provided under the State plan.

“(3) STATE ELECTION OF DISABLED INDIVIDUALS TO BE
GUARANTEED COVERAGE.—

“(A) IN GENERAL.—Each State shall specify in its State
plan, before the beginning of each Federal fiscal year,
whether to guarantee coverage of disabled individuals
under the plan under the option described in paragraph
(1)D)1) or under the option described in paragraph
(1)(D)(ii). An election under this paragraph shall continue
in effect for the subsequent fiscal year unless the election
is changed before the beginning of the fiscal year.

“(B) CONSEQUENCES OF ELECTION.—

“(i) STATE FLEXIBLE DEFINITION OPTION.—If a
State elects the option described in paragraph (1)(D)(i)
for a fiscal year—

“(I) the State plan must provide under section

1502(c) for a set aside of funds for disabled indi-

viduals for the fiscal year, and

“(II) disabled individuals are not taken into
account in determining a State supplemental um-

brella allotment under section 1511(g).

“(i1) SSI DEFINITION OPTION.—If a State elects the
option described in paragraph (1)(D)(ii) for a fiscal
year—

“(I) section 1502(c) shall not apply for the fis-
cal year, and
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“(IT) the State is eligible for an increase under
section 1511(g) in its outlay allotment for the fis-
cal year based on an increase in the number of
guaranteed and optional disabled individuals cov-
ered under the plan.

“(4) CONTINUATION OF SPECIAL ELIGIBILITY STANDARDS FOR
SECTION 209(b) STATES.—

“(A) IN GENERAL.—A section 209(b) State (as defined
in subparagraph (B)) may elect to treat any reference in
paragraph (1)(E) to ‘elderly individuals who meet the in-
come and resource standards for the payment of supple-
mental security income benefits under title XVI’ as a ref-
erence to ‘elderly individuals who meet the standards de-
scribed in the first sentence of section 1902(f) (as in effect
on the day before the date of the enactment of this title).

“(B) SECTION 209(b) STATE DEFINED.—In subparagraph
(A), the term ‘section 209(b) State’ means a State to which
section 1902(f) applied as of the day before the date of the
enactment of this title.

“(5) OPTION FOR APPLICATION OF CURRENT REQUIREMENTS
FOR CERTAIN CHILDREN.—A State may elect to apply paragraph
(1)(F) by treating any reference to ‘requirements for receipt of
foster care maintenance payments or adoption assistance
under title IV’ as a reference to ‘requirements for receipt of fos-
ter care maintenance payments or adoption assistance as in ef-
fect under its State plan under part E of title IV as of the date
of the enactment of this title’.

“(6) SPECIAL RULES FOR LOW-INCOME FAMILIES.—

“(A) OPTIONAL USE OF LOWER NATIONAL AVERAGE
STANDARDS.—In the case of a State in which the current
AFDC income and resource standards are above the na-
tional average of the current AFDC income and resource
standards for the 50 States and the District of Columbia,
as determined and published by the Secretary, in applying
paragraph (1)(G), the State may elect to substitute such
national average income and resource standards for the
gurrent AFDC income and resource standards in that

tate.

“(B) OPTIONAL ELIGIBILITY BASED ON LINK TO OTHER
ASSISTANCE.—

“(1) IN GENERAL.—Subject to clause (ii), in the case
of a State which maintains a link between eligibility
for aid or assistance under one or more parts of title
IV and eligibility for medical assistance under this
title, in applying paragraph (1)(G), the State may elect
to treat any reference in such paragraph to ‘individ-
uals and members of families who meet current AFDC
income and resource standards in the State’ as a ref-
erence to ‘members of families who are receiving as-
sistance under a State plan under part A or E of title
v

“(i1) LIMITATION ON ELECTION.—A State may only
make the election described in clause (i) if, and so long
as, the State demonstrates to the satisfaction of the
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Secretary that the such election does not result in

Federal expenditures under this title (taking into ac-

count any supplemental amounts provided pursuant to

section 1511(g)) that are greater than the Federal ex-
penditures that would have been made under this title
if the State had not made such election.

“(C) CURRENT AFDC INCOME AND RESOURCE STANDARDS
DEFINED.—In this subsection, the term ‘current AFDC in-
come and resource standards’ means, with respect to a
State, the income and resource standards for the payment
of assistance under the State plan under part A or E of
title IV (as in effect as of May 1, 1996).

“(D) MEDICAL ASSISTANCE REQUIRED TO BE PROVIDED
FOR 1 YEAR FOR FAMILIES BECOMING INELIGIBLE FOR FAMILY
ASSISTANCE DUE TO INCREASED EARNINGS FROM EMPLOY-
MENT OR COLLECTION OF CHILD SUPPORT.—A State plan
shall provide that if any family becomes ineligible to re-
ceive assistance under the State program funded under
part A of title IV as a result of increased earnings from
employment or as a result of the collection or increased
collection of child or spousal support, or a combination
thereof, having received such assistance in at least 3 of the
6 months immediately preceding the month in which such
ineligibility begins, the family shall be eligible for medical
assistance under the State plan during the immediately
succeeding 12-month period for so long as family income is
less than the poverty line, and that the family will be ap-
propriately notified of such eligibility.

“(7) METHODOLOGY.—Family income shall be determined
for purposes of subparagraphs (A) through (C) of paragraph (1)
in the same manner (and using the same methodology) as in-
come was determined under the State medicaid plan under sec-
tion 1902(1) (as in effect as of May 1, 1996).
“(b) GUARANTEED COVERAGE OF MEDICARE PREMIUMS AND

COST-SHARING FOR CERTAIN MEDICARE BENEFICIARIES.—

“(1) GUARANTEED ELIGIBILITY.—Each State plan shall pro-
vide—

“(A) for making medical assistance available for re-
quired medicare cost-sharing (as defined in paragraph (2))
for qualified medicare beneficiaries described in paragraph

(3);

“B) for making medical assistance available for pay-
ment of medicare premiums under section 1818A for quali-
fied disabled and working individuals described in para-
graph (4); and

“(C) for making medical assistance available for pay-
ment of medicare premiums under section 1839 for indi-
viduals who would be qualified medicare beneficiaries de-
scribed in paragraph (3) but for the fact that their income
exceeds 100 percent, but is less than 120 percent, of the
poverty line for a family of the size involved.

“(2) REQUIRED MEDICARE COST-SHARING DEFINED.—

“(A) IN GENERAL.—In this subsection, the term °‘re-

quired medicare cost-sharing’ means, with respect to an in-
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dividual, costs incurred for medicare cost-sharing described

in paragraphs (1) through (4) of section 1571(c) (and, at

the option of a State, section 1571(c)(5)) without regard to

whether the costs incurred were for items and services for

which medical assistance is otherwise available under the
lan.

“(B) LIMITATION ON OBLIGATION FOR CERTAIN COST-
SHARING ASSISTANCE.—In the case of medical assistance
furnished under this title for medicare cost-sharing de-
scribed in paragraph (2), (3), or (4) of section 1571(c) relat-
ing to the furnishing of a service or item to a medicare
beneficiary, nothing in this title shall be construed as pre-
venting a State plan—

“(1) from limiting the assistance to the amount (f
any) by which (I) the amount that is otherwise payable
under the plan for the item or service for eligible indi-
viduals who are not such medicare beneficiaries (or, if
payments for such items or services are made on a
capitated basis, an amount reasonably related or de-
rived from such capitated payment amount), exceeds
(II) the amount of payment (if any) made under title
XVIII with respect to the service or item, and

“(ii) if the amount described in subclause (II) of
clause (i) exceeds the amount described in subclause
(I) of such clause, from treating the amount paid
under title XVIII as payment in full and not requiring
or providing for any additional medical assistance
under this subsection.

“(3) QUALIFIED MEDICARE BENEFICIARY DEFINED.—In this
subsection, the term ‘qualified medicare beneficiary’ means an
individual—

“(A) who is entitled to hospital insurance benefits
under part A of title XVIII (including an individual enti-
tled to such benefits pursuant to an enrollment under sec-
tion 1818, but not including an individual entitled to such
benefits only pursuant to an enrollment under section
1818A),

“(B) whose income (as determined under section 1612
for purposes of the supplemental security income program,
except as provided in paragraph (5)) does not exceed 100
percent of the poverty line applicable to a family of the
size involved, and

“(C) whose resources (as determined under section
1613 for purposes of the supplemental security income pro-
gram) do not exceed twice the maximum amount of re-
sources that an individual may have and obtain benefits
under that program.

“(4) QUALIFIED DISABLED AND WORKING INDIVIDUAL DE-
FINED.—In this subsection, the term ‘qualified disabled and
working individual’ means an individual—

“(A) who is entitled to enroll for hospital insurance
benefits under part A of title XVIII under section 1818A;

“(B) whose income (as determined under section 1612
for purposes of the supplemental security income program)
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does not exceed 200 percent of the poverty line applicable

to a family of the size involved,

“(C) whose resources (as determined under section
1613 for purposes of the supplemental security income pro-
gram) do not exceed twice the maximum amount of re-
sources that an individual or a couple (in the case of an
individual with a spouse) may have and obtain benefits for
supplemental security income benefits under title XVI; and

“(D) who is not otherwise eligible for medical assist-
ance under this title.

“(5) INCOME DETERMINATIONS.—

“(A) IN GENERAL.—In determining under this sub-
section the income of an individual who is entitled to
monthly insurance benefits under title II for a transition
month (as defined in subparagraph (B)) in a year, such in-
come shall not include any amounts attributable to an in-
crease in the level of monthly insurance benefits payable
under such title which have occurred pursuant to section
215(i) for benefits payable for months beginning with De-
cember of the previous year.

“(B) TRANSITION MONTH DEFINED.—For purposes of
subparagraph (A), the term ‘transition month’ means each
month in a year through the month following the month
in which the annual revision of the poverty line is pub-
lished.

“SEC. 1502. OTHER PROVISIONS RELATING TO ELIGIBILITY AND BENE-

“(a) OPTIONAL ELIGIBILITY GROUPS FOR WHICH UMBRELLA SUP-
PLEMENTAL FUNDING IS AVAILABLE.—In addition to the guaranteed
coverage categories described in section 1501(a)(1), the following
are population groups with respect to which supplemental allot-
ments may be made under section 1511(g), but only if (for the indi-
vidual involved) medical assistance is made available under the
State plan for the guaranteed benefit package (as defined in section
1501(a)(2)):
“(1) CERTAIN DISABLED INDIVIDUALS.—Individuals (not de-
scribed in section 1501(a)(1)(D)(ii)) who are disabled (as deter-
mined under section 1614(a)(3)), covered under the State plan,
and meet the eligibility standards for coverage under the State
medicaid plan under title XIX (as in effect as of May 1, 1996).
“(2) CERTAIN ELDERLY INDIVIDUALS.—Elderly individuals
(not described in section 1501(a)(1)(E)) who are covered under
the State plan and who meet the eligibility standards for cov-
erage under the State medicaid plan under title XIX (as in ef-
fect as of May 1, 1996) other than solely on the basis of being
an individual described in section 1902(a)(10)(E).
Eligibility under paragraphs (1) and (2) shall be determined using
the methodologies that are not more restrictive than the meth-
odologies used under the State medicaid plan as in effect as of May
1, 1996.

“(b) OTHER PROVISIONS RELATING TO GENERAL ELIGIBILITY AND
BENEFITS.—

“(1) GENERAL DESCRIPTION.—Each State plan shall include
a description (consistent with this title) of the following:
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“(A) ELIGIBILITY GUIDELINES FOR THE NON-GUARAN-
TEED, NON-UMBRELLA POPULATION.—The general eligibility
guidelines of the plan for eligible low-income individuals
who are not covered under subsection (a) or (b) of section
1501 or under subsection (a) of this section.

“(B) SCOPE OF ASSISTANCE.—The amount, duration,
and scope of health care services and items covered under
the plan, including differences among different eligible
population groups.

“(C) DELIVERY METHOD.—The State’s approach to de-
livery of medical assistance, including a general descrip-
tion of—

“(1) the use (or intended use) of vouchers, fee-for-
service, or managed care arrangements (such as
capitated health care plans, case management, and
case coordination); and

“(ii) utilization control systems.

“(D) FEE-FOR-SERVICE BENEFITS.—To the extent that
medical assistance is furnished on a fee-for-service basis—

“(1) how the State determines the qualifications of
health care providers eligible to provide such assist-
ance; and

“(ii) how the State determines rates of reimburse-
ment for providing such assistance.

“(E) COST-SHARING.—Beneficiary cost-sharing (if any),
including variations in such cost-sharing by population
group or type of service and financial responsibilities of
parents of recipients who are children and the spouses of
recipients.

“(F) UTILIZATION INCENTIVES.—Incentives or require-
ments (if any) to encourage the appropriate utilization of
services.

“(G) SUPPORT FOR CERTAIN HOSPITALS.—

“(i) IN GENERAL.—With respect to hospitals de-
scribed in clause (ii) located in the State, a description
of the extent to which provisions are made for expend-
itures for items and services furnished by such hos-
pitals and covered under the State plan.

“(i1) HOSPITALS DESCRIBED.—A hospital described
in this clause is a short-term acute care general hos-
pital or a children’s hospital, the low-income utiliza-
tion rate of which exceeds the lesser of—

“I) 1 standard deviation above the mean low-
income utilization rate for hospitals receiving pay-
ments under a State plan in the State in which
such hospital is located, or

“(II) 1v4 standard deviations above the mean
low-income utilization rate for hospitals receiving
such payments in the 50 States and the District
of Columbia.

“(ii1)) LOW-INCOME UTILIZATION RATE.—For pur-
poses of clause (ii), the term ‘low-income utilization
rate’ means, for a hospital, a fraction (expressed as a
percentage), the numerator of which is the hospital’s
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number of patient days attributable to patients who
(for such days) were eligible for medical assistance
under a State plan or were uninsured in a period, and
the denominator of which is the total number of the
hospital’s patient days in that period.
“(iv) PATIENT DAYS.—For purposes of clause (iii),
the term ‘patient day’ includes each day in which—
“I) an individual, including a newborn, is an
inpatient in the hospital, whether or not the indi-
vidual is in a specialized ward and whether or not
the individual remains in the hospital for lack of
suitable placement elsewhere; or
“(II) an individual makes one or more out-
patient visits to the hospital.

“(2) CONDITIONS FOR GUARANTEES AND RELATION OF GUAR-
ANTEES TO FINANCING.—The guarantees of States required
under subsection (a) and (b) of section 1501 and subsection (d)
of this section are subject to the limitations on payment to the
States provided under section 1511 (including the provisions of
subsection (g), relating to supplemental umbrella allotments).
In submitting a plan under this title, a State voluntarily
agrees to accept payment amounts provided under such section
as full payment from the Federal Government in return for
providing for the benefits (including the guaranteed benefit
package) under this title.

“(3) SECONDARY PAYMENT.—Nothing in this section shall
be construed as preventing a State from denying benefits to an
individual to the extent such benefits are available to the indi-
vidual under the medicare program under title XVIII or under
another public or private health care insurance program.

“(4) RESIDENCY REQUIREMENT.—In the case of an individ-
ual who—

“(A) is described in section 1501(a)(1),
“(B) changed residence from another State to the

State, and

“(C) has resided in the State for less than 180 days,
the State may limit the benefits provided to such individual in
the guaranteed benefits package under paragraph (2) of section
1501(a) to the amount, duration, and scope of benefits avail-
able under the State plan of the individual’s previous State of
residence.

“(c) SET-ASIDE OF FUNDS FOR THE LOW-INCOME DISABLED.—

“(1) IN GENERAL.—In the case of a State that has elected
the option described in section 1501(a)(1)(D)(i) for a fiscal year,
the State plan shall provide that the percentage of funds ex-
pended under the plan for medical assistance for eligible low-
income individuals who are not elderly individuals and who are
eligible for such assistance on the basis of a disability, includ-
ing being blind, for the fiscal year is not less than the mini-
mum low-income-disabled percentage specified in paragraph
(2) of the total funds expended under the plan for medical as-
sistance for the fiscal year.

“(2) MINIMUM LOW-INCOME-DISABLED PERCENTAGE.—The
minimum low-income-disabled percentage specified in this
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paragraph for a State is equal to 90 percent of the percentage

of the expenditures under title XIX for medical assistance in

the State during Federal fiscal year 1995 which was attrib-
utable to expenditures for medical assistance for benefits fur-

nished to individuals whose coverage (at such time) was on a

basis directly related to disability status, including being blind.

“(8) CoMPUTATIONS.—States shall calculate the minimum
percentage under paragraph (2) in a reasonable manner con-
sistent with reports submitted to the Secretary for the fiscal
years involved and medical assistance attributable to the ex-
ception provided under section 1903(v)(2) shall not be consid-
ered to be expenditures for medical assistance.

“(d) TRANSITIONAL PAYMENT FOR FEDERALLY-QUALIFIED
HeALTH CENTER SERVICES AND RURAL HEALTH CLINIC SERVICES.—
Each State plan shall provide that, for Federally-qualified health
center services and rural health clinic services (as defined in sec-
tion 1571(f)) furnished under the plan during the first 8 calendar
quarters in which the plan is in effect and for which payment is
made under the plan, payment shall be made for such services at
a rate based on 100 percent of costs which are reasonable and re-
lated to the cost of furnishing such services or based on such other
tests of reasonableness, as the Secretary prescribes in regulations
under section 1833(a)(3), or, in the case of services to which those
regulations do not apply, on the same methodology used under sec-
tion 1833(a)(3).

“(e) PREEXISTING CONDITION EXCLUSIONS.—Notwithstanding
any other provision of this title—

“(1) a State plan may not deny or exclude coverage of any
item or service for an eligible individual for benefits under the
State plan for such item or service on the basis of a preexisting
condition; and

“2) if a State contracts or makes other arrangements
(through the eligible individual or through another entity) with
a capitated health care organization, insurer, or other entity,
for the provision of items or services to eligible individuals
under the State plan and the State permits such organization,
insurer, or other entity to exclude coverage of a covered item
or service on the basis of a preexisting condition, the State
shall provide, through its State plan, for such coverage
(through direct payment or otherwise) for any such covered
item or service denied or excluded on the basis of a preexisting
condition.

“(f) SOLVENCY STANDARDS FOR CAPITATED HEALTH CARE ORGA-
NIZATIONS.—

“(1) IN GENERAL.—A State may not contract with a
capitated health care organization, as defined in section
1504(c)(1), for the provision of medical assistance under a State
plan under which the organization is—

“(A) at full financial risk, as defined by the State, un-
less the organization meets solvency standards established
by the State for private health maintenance organizations
or is described in paragraph (4) and meets other solvency
standards established by the State, or
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“(B) is not at such risk, unless the organization meets
solvency standards that are established under the State
plan.

“(2) TREATMENT OF PUBLIC ENTITIES.—Paragraph (1) shall
not apply to an organization that is a public entity or if the sol-
vency of such organization is guaranteed by the State.

“(3) TRANSITION.—In the case of a capitated health care or-
ganization that as of the date of the enactment of this title has
entered into a contract with a State for the provision of medi-
cal assistance under title XIX under which the organization as-
sumes full financial risk and is receiving capitation payments,
paragraph (1) shall not apply to such organization until 3
years after the date of the enactment of this title.

“(4) ORGANIZATION DESCRIBED.—An organization described
in this paragraph is a capitated health organization which is
(or is controlled by) one or more Federally-qualified health cen-
ters or rural health clinics. For purposes of this paragraph, the
term ‘control’ means the possession, whether direct or indirect,
of the power to direct or cause the direction of the management
and policies of a capitated health organization through mem-
bership, board representation, or an ownership interest equal
to or greater than 50.1 percent.

“(g) FOR SERVICES PROVIDED AT FEDERALLY-QUALIFIED HEALTH
CENTERS AND RURAL HEALTH CLINICS.—

“(1) IN GENERAL.—Subject to paragraph (2), a State plan
shall provide that the amount of funds expended under the
plan for medical assistance for services provided at rural
health clinics (as defined in section 1861(aa)(2)) and Federally-
qualified health centers (as defined in section 1861(aa)(4)), for
eligible low-income individuals for a fiscal year is not less than
85 percent of the average annual expenditures under title XIX
for medical assistance in the State during Federal fiscal year
1995 which were attributable to expenditures for medical as-
sistance for rural health clinic services and Federally-qualified
health center services (as defined in section 1905(1)).

“(2) ALTERNATIVE MINIMUM SET-ASIDES.—

“(A) IN GENERAL.—Beginning with fiscal year 2001, a
State may provide in its State plan (through an amend-
ment to the plan) for a lower percentage of expenditures
than the minimum percentages specified in paragraph (1)
if the State determines to the satisfaction of the Secretary
that—

“(i) the health care needs of the low-income popu-
lations described in such paragraph who are eligible
for medical assistance under the plan during the pre-
vious fiscal year can be reasonably met without the ex-
penditure of the percentage otherwise required to be
expended,;

“(1) the performance goals established under sec-
tion 1521 relating to such population can reasonably
be met with the expenditure of such lower percentage
of funds; and

“(iii) the health care needs of eligible low-income
individuals residing in medically underserved rural
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areas can reasonably be met without the level of ex-

penditure for such services otherwise required and the

performance goals established under section 1521 re-
lating to such individuals can reasonably be met with
such lower level of expenditures.

“(B) PERIOD OF APPLICATION.—The determination
under subparagraph (A) shall be made for such period as
a State may request, but may not be made for a period of
more than 3 consecutive Federal fiscal years (beginning
with the first fiscal year for which the lower percentage is
sought). A new determination must be made under such
subparagraph for any subsequent period.

“SEC. 1503. LIMITATIONS ON PREMIUMS AND COST-SHARING.
“(a) LIMITATION ON PREMIUMS.—

“(1) NONE FOR GUARANTEED POPULATION.—The State plan
shall not impose any enrollment fee, premium, or similar
charge for eligible individuals described in subsection (a) or (b)
of section 1501 or section 1502(a).

“(2) INCOME-RELATED FOR OTHER POPULATIONS.—The State
plan may impose an enrollment fee, premium, or similar
charge for eligible individuals not described in paragraph (1) if
it is related to the individual’s income (and does not exceed 2
percent of the individual’s gross income).

“(b) LIMITATION ON COST-SHARING.—Subject to subsection (¢c)—

“(1) GUARANTEED POPULATIONS.—With respect to individ-
uals covered under subsection (a) or (b) of section 1501 or sec-
tion 1502, the State may not impose any cost-sharing with re-
spect to items and services unless the amount is nominal in
amount. For purposes of this paragraph, an amount is nominal
if it does not exceed 6 percent of the amount otherwise pay-
able, or, if greater, 50 cents.

“(2) OTHER POPULATIONS.—With respect to individuals not
described in paragraph (1), the State may not impose any cost-
sharing with respect to items and services unless such cost
sharing is pursuant to a public cost-sharing schedule and such
cost-sharing is not in excess of the average, nominal cost-shar-
ing imposed in the State for health plans offered by health
maintenance organizations (and similar organizations) for the
same or similar items and services, as determined by the State
insurance commissioner.

“(c) CERTAIN COST-SHARING PERMITTED.—

“(1) IN GENERAL.—Subject to paragraph (2), a State may—

“(A) impose additional cost-sharing to discourage the
inappropriate use of emergency medical services delivered
through a hospital emergency room, a medical transpor-
tation provider, or otherwise;

“(B) impose additional cost-sharing differentially in
order to encourage the use of primary and preventive care
and discourage unnecessary or less economical care; and

“(C) from imposing additional cost-sharing based on
the failure to participate in employment training pro-
grams, drug or alcohol abuse treatment, counseling pro-
grams, or other programs promoting personal responsibil-
ity.
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“(2) LiMITATION.—The additional cost-sharing imposed
under paragraph (1) may not result—

“(A) in the case of an individual described in sub-
section (b)(1), in aggregate cost-sharing that exceeds the
maximum amount of cost-sharing that may be imposed
under subsection (b)(2) (determined without regard to this
subsection); or

“B) in the case of an individual described in sub-
section (b)(2), in aggregate cost-sharing that exceeds twice
the maximum amount of cost-sharing that may be imposed
under such subsection (determined without regard to this
subsection).

“(d) PROHIBITION ON BALANCE BILLING.—An individual eligible
for benefits for items and services under the State plan who is fur-
nished such an items or service by a provider under the plan may
not be billed by the provider for such item or service, other than
such amount of cost-sharing as is permitted with this section.

“(e) COST-SHARING DEFINED.—In this section, the term ‘cost-
sharing’ includes copayments, deductibles, coinsurance, and other
charges for the provision of health care services.

“SEC. 1504. DESCRIPTION OF PROCESS FOR DEVELOPING CAPITATION
PAYMENT RATES.

“(a) IN GENERAL.—If a State contracts (or intends to contract)
with a capitated health care organization (as defined in subsection
(c)(1)) under which the State makes a capitation payment (as de-
fined in subsection (c)(2)) to the organization for providing or ar-
ranging for the provision of medical assistance under the State
plan for a group of services, including at least inpatient hospital
services and physicians’ services, the plan shall include a descrip-
tion of the following:

“(1) USE OF ACTUARIAL SCIENCE.—The extent and manner
in which the State uses actuarial science—

“(A) to analyze and project health care expenditures
and utilization for individuals enrolled (or to be enrolled)
in such an organization under the State plan, and

“(B) to develop capitation payment rates, including a
brief description of the general methodologies used by ac-
tuaries.

“(2) QUALIFICATIONS OF ORGANIZATIONS.—The general
qualifications, including any accreditation, State licensure or
certification, or provider network standards, required by the
State for participation of capitated health care organizations
under the State plan.

“(3) DISSEMINATION PROCESS.—The process used by the
State under subsection (b) and otherwise to disseminate, before
entering into contracts with capitated health care organiza-
tions, actuarial information to such organizations on the his-
torical fee-for-service costs (or, if not available, other recent fi-
nancial data associated with providing covered services) and
utilization associated with individuals described in paragraph
(1)(A).

“(b) PuBLIC NOTICE AND COMMENT.—Under the State plan the
State shall provide a process for providing, before the beginning of
each contract year—
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“(1) public notice of—

“(A) the amounts of the capitation payments (if any)
made under the plan for the contract year preceding the
public notice, and

“B)1) the information described under subsection
(a)(1) with respect to capitation payments for the contract
year involved, or (ii) amounts of the capitation payments
the State expects to make for the contract year involved,

unless such information is designated as proprietary and not
subject to public disclosure under State law, and

“(2) an opportunity for receiving public comment on the
amounts and information for which notice is provided under
paragraph (1).

“(c) DEFINITIONS.—In this title:

“(1) CAPITATED HEALTH CARE ORGANIZATION.—The term
‘capitated health care organization’ means a health mainte-
nance organization or any other entity (including a health in-
suring organization, managed care organization, prepaid
health plan, integrated service network, or similar entity)
which under State law is permitted to accept capitation pay-
ments for providing (or arranging for the provision of) a group
of items and services including at least inpatient hospital serv-
ices and physicians’ services.

“(2) CAPITATION PAYMENT.—The term ‘capitation payment’
means, with respect to payment, payment on a prepaid capita-
tion basis or any other risk basis to an entity for the entity’s
provision (or arranging for the provision) of a group of items
and services, including at least inpatient hospital services and
physicians’ services.

“SEC. 1505. PREVENTING SPOUSAL IMPOVERISHMENT.
“(a) SPECIAL TREATMENT FOR INSTITUTIONALIZED SPOUSES.—

“(1) SUPERSEDES OTHER PROVISIONS.—In determining the
eligibility for medical assistance of an institutionalized spouse
(as defined in subsection (h)(1)), the provisions of this section
supersede any other provision of this title which is inconsistent
with them.

“(2) DOES NOT AFFECT CERTAIN DETERMINATIONS.—Except
as this section specifically provides, this section does not apply
to—

“(A) the determination of what constitutes income or
resources, Or

“(B) the methodology and standards for determining
and evaluating income and resources.

“(3) NO APPLICATION IN COMMONWEALTHS AND TERRI-
TORIES.—This section shall only apply to a State that is one of
the 50 States or the District of Columbia.

“(b) RULES FOR TREATMENT OF INCOME.—

“(1) SEPARATE TREATMENT OF INCOME.—During any month
in which an institutionalized spouse is in the institution, ex-
cept as provided in paragraph (2), no income of the community
spouse shall be deemed available to the institutionalized
spouse.

“(2) ATTRIBUTION OF INCOME.—In determining the income
of an institutionalized spouse or community spouse for pur-
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poses of the post-eligibility income determination described in
subsection (d), except as otherwise provided in this section and
regardless of any State laws relating to community property or
the division of marital property, the following rules apply:

“(A) NON-TRUST PROPERTY.—Subject to subparagraphs
(C) and (D), in the case of income not from a trust, unless
the instrument providing the income otherwise specifically
provides—

“(i1) if payment of income is made solely in the
name of the institutionalized spouse or the community
spouse, the income shall be considered available only
to that respective spouse,

“@1) if payment of income is made in the names of
the institutionalized spouse and the community
spouse, Y2 of the income shall be considered available
to each of them, and

“(iii) if payment of income is made in the names
of the institutionalized spouse or the community
spouse, or both, and to another person or persons, the
income shall be considered available to each spouse in
proportion to the spouse’s interest (or, if payment is
made with respect to both spouses and no such inter-
est is specified, %2 of the joint interest shall be consid-
ered available to each spouse).

“(B) TRUST PROPERTY.—In the case of a trust—

“(1) except as provided in clause (ii), income shall
be attributed in accordance with the provisions of this
title; and

“(ii) income shall be considered available to each
spouse as provided in the trust, or, in the absence of
a specific provision in the trust—

“(I) if payment of income is made solely to the
institutionalized spouse or the community spouse,
the income shall be considered available only to
that respective spouse,

“(IT) if payment of income is made to both the
institutionalized spouse and the community
spouse, Y2 of the income shall be considered avail-
able to each of them, and

“(III) if payment of income is made to the in-
stitutionalized spouse or the community spouse, or
both, and to another person or persons, the in-
come shall be considered available to each spouse
in proportion to the spouse’s interest (or, if pay-
ment is made with respect to both spouses and no
such interest is specified, Y2 of the joint interest
shall be considered available to each spouse).

“(C) PROPERTY WITH NO INSTRUMENT.—In the case of
income not from a trust in which there is no instrument
establishing ownership, subject to subparagraph (D), Y2 of
the income shall be considered to be available to the insti-
tutionalized spouse and %2 to the community spouse.

“(D) REBUTTING OWNERSHIP.—The rules of subpara-
graphs (A) and (C) are superseded to the extent that an in-
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stitutionalized spouse can establish, by a preponderance of

the evidence, that the ownership interests in income are

other than as provided under such subparagraphs.
“(c) RULES FOR TREATMENT OF RESOURCES.—

“(1) COMPUTATION OF SPOUSAL SHARE AT TIME OF INSTITU-
TIONALIZATION.—

“(A) ToTAL JOINT RESOURCES.—There shall be com-
puted (as of the beginning of the first continuous period of
institutionalization of the institutionalized spouse)—

“() the total value of the resources to the extent
either the institutionalized spouse or the community
spouse has an ownership interest, and

“(i1) a spousal share which is equal to “2 of such
total value.

“(B) ASSESSMENT.—At the request of an institutional-
ized spouse or community spouse, at the beginning of the
first continuous period of institutionalization of the institu-
tionalized spouse and upon the receipt of relevant docu-
mentation of resources, the State shall promptly assess
and document the total value described in subparagraph
(A)(i) and shall provide a copy of such assessment and doc-
umentation to each spouse and shall retain a copy of the
assessment for use under this section. If the request is not
part of an application for medical assistance under this
title, the State may, at its option as a condition of provid-
ing the assessment, require payment of a fee not exceeding
the reasonable expenses of providing and documenting the
assessment. At the time of providing the copy of the as-
sessment, the State shall include a notice indicating that
the spouse will have a right to a fair hearing under sub-
section (e)(2).

“(2) ATTRIBUTION OF RESOURCES AT TIME OF INITIAL ELIGI-
BILITY DETERMINATION.—In determining the resources of an in-
stitutionalized spouse at the time of application for medical as-
sistance under this title, regardless of any State laws relating
to community property or the division of marital property—

“(A) except as provided in subparagraph (B), all the re-
sources held by either the institutionalized spouse, commu-
nity spouse, or both, shall be considered to be available to
the institutionalized spouse, and

“(B) resources shall be considered to be available to an
institutionalized spouse, but only to the extent that the
amount of such resources exceeds the amount computed
under subsection (f)(2)(A) (as of the time of application for
medical assistance).

“(3) ASSIGNMENT OF SUPPORT RIGHTS.—The institutional-
ized spouse shall not be ineligible by reason of resources deter-
m}ilned under paragraph (2) to be available for the cost of care
where—

“(A) the institutionalized spouse has assigned to the
State any rights to support from the community spouse,

“(B) the institutionalized spouse lacks the ability to
execute an assignment due to physical or mental impair-
ment but the State has the right to bring a support pro-
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ceeding against a community spouse without such assign-

ment, or

“(C) the State determines that denial of eligibility
would work an undue hardship.

“(4) SEPARATE TREATMENT OF RESOURCES AFTER ELIGI-
BILITY FOR MEDICAL ASSISTANCE ESTABLISHED.—During the
continuous period in which an institutionalized spouse is in an
institution and after the month in which an institutionalized
spouse is determined to be eligible for medical assistance
under this title, no resources of the community spouse shall be
deemed available to the institutionalized spouse.

“(5) RESOURCES DEFINED.—In this section, the term °‘re-
sources’ does not include—

“(A) resources excluded under subsection (a) or (d) of
section 1613, and

“(B) resources that would be excluded under section
1613(a)(2)(A) but for the limitation on total value described
in such section.

“(d) PROTECTING INCOME FOR COMMUNITY SPOUSE.—

“(1) ALLOWANCES TO BE OFFSET FROM INCOME OF INSTITU-
TIONALIZED SPOUSE.—After an institutionalized spouse is deter-
mined or redetermined to be eligible for medical assistance, in
determining the amount of the spouse’s income that is to be
applied monthly to payment for the costs of care in the institu-
tion, there shall be deducted from the spouse’s monthly income
the following amounts in the following order:

“(A) A personal needs allowance (described in para-
graph (2)(A)), in an amount not less than the amount spec-
ified in paragraph (2)(C).

“B) A community spouse monthly income allowance
(as defined in paragraph (3)), but only to the extent income
of the institutionalized spouse is made available to (or for
the benefit of) the community spouse.

“C) A family allowance, for each family member,
equal to at least Y5 of the amount by which the amount
described in paragraph (4)(A)(i) exceeds the amount of the
monthly income of that family member.

“(D) Amounts for incurred expenses for medical or re-
medial care for the institutionalized spouse as provided
under paragraph (6).

In subparagraph (C), the term ‘family member’ only includes
minor or dependent children, dependent parents, or dependent
siblings of the institutionalized or community spouse who are
residing with the community spouse.

“(2) PERSONAL NEEDS ALLOWANCE.—

“(A) IN GENERAL.—The State plan must provide that,
in the case of an institutionalized individual or couple de-
scribed in subparagraph (B), in determining the amount of
the individual’s or couple’s income to be applied monthly
to payment for the cost of care in an institution, there
shall be deducted from the monthly income (in addition to
other allowances otherwise provided under the plan) a
monthly personal needs allowance—
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“(i) which is reasonable in amount for clothing and
other personal needs of the individual (or couple)
while in an institution, and

“(i1) which is not less (and may be greater) than
the minimum monthly personal needs allowance de-
scribed in subparagraph (C).

“(B) INSTITUTIONALIZED INDIVIDUAL OR COUPLE DE-
FINED.—In this paragraph, the term ‘institutionalized indi-
vidual or couple’ means an individual or married couple—

“(i) who is an inpatient (or who are inpatients) in
a medical institution or nursing facility for which pay-
medrllts are made under this title throughout a month,
an

“(ii) who is or are determined to be eligible for
medical assistance under the State plan.

“C) MINIMUM ALLOWANCE.—The minimum monthly
personal needs allowance described in this subparagraph
is $40 for an institutionalized individual and $80 for an in-
stitutionalized couple (if both are aged, blind, or disabled,
and their incomes are considered available to each other in
determining eligibility).

“(3) COMMUNITY SPOUSE MONTHLY INCOME ALLOWANCE DE-
FINED.—

“(A) IN GENERAL.—In this section (except as provided
in subparagraph (B)), the community spouse monthly in-
come allowance for a community spouse is an amount by
which—

“(i) except as provided in subsection (e), the mini-
mum monthly maintenance needs allowance (estab-
lished under and in accordance with paragraph (4)) for
the spouse, exceeds

“(ii)) the amount of monthly income otherwise
available to the community spouse (determined with-
out regard to such an allowance).

“(B) COURT ORDERED SUPPORT.—If a court has entered
an order against an institutionalized spouse for monthly
income for the support of the community spouse, the com-
munity spouse monthly income allowance for the spouse
shall be not less than the amount of the monthly income
so ordered.

“(4) ESTABLISHMENT OF MINIMUM MONTHLY MAINTENANCE
NEEDS ALLOWANCE.—

“(A) IN GENERAL.—Each State shall establish a mini-
mum monthly maintenance needs allowance for each com-
munity spouse which, subject to subparagraph (B), is equal
to or exceeds—

“(1) 150 percent of Y12 of the poverty line applica-
ble to a family unit of 2 members, plus

“(i1) an excess shelter allowance (as defined in
paragraph (4)).

A revision of the poverty line referred to in clause (i) shall
apply to medical assistance furnished during and after the
second calendar quarter that begins after the date of publi-
cation of the revision.
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“(B) CAP ON MINIMUM MONTHLY MAINTENANCE NEEDS
ALLOWANCE.—The minimum monthly maintenance needs
allowance established under subparagraph (A) may not ex-
ceed $1,500 (subject to adjustment under subsections (e)
and (g)).

“(5) EXCESS SHELTER ALLOWANCE DEFINED.—In paragraph
(4)(A)(i1), the term ‘excess shelter allowance’ means, for a com-
munity spouse, the amount by which the sum of—

“(A) the spouse’s expenses for rent or mortgage pay-
ment (including principal and interest), taxes and insur-
ance and, in the case of a condominium or cooperative, re-
quired maintenance charge, for the community spouse’s
principal residence, and

“(B) the standard utility allowance (used by the State
under section 5(e) of the Food Stamp Act of 1977) or, if the
State does not use such an allowance, the spouse’s actual
utility expenses,

exceeds 30 percent of the amount described in paragraph
(4)(A)1), except that, in the case of a condominium or coopera-
tive, for which a maintenance charge is included under sub-
paragraph (A), any allowance under subparagraph (B) shall be
reduced to the extent the maintenance charge includes utility
expenses.

“(6) TREATMENT OF INCURRED EXPENSES.—With respect to
the post-eligibility treatment of income under this section,
there shall be disregarded reparation payments made by the
Federal Republic of Germany and, there shall be taken into ac-
count amounts for incurred expenses for medical or remedial
care that are not subject to payment by a third party, includ-
ing—

“(A) medicare and other health insurance premiums,
deductibles, or coinsurance, and

“(B) necessary medical or remedial care recognized
under State law but not covered under the State plan
under this title, subject to reasonable limits the State may
establish on the amount of these expenses.

“(e) NOTICE AND FAIR HEARING.—

“(1) NoTicE.—Upon—

“(A) a determination of eligibility for medical assist-
ance of an institutionalized spouse, or

“(B) a request by either the institutionalized spouse, or
the community spouse, or a representative acting on behalf
of either spouse,

each State shall notify both spouses (in the case described in
subparagraph (A)) or the spouse making the request (in the
case described in subparagraph (B)) of the amount of the com-
munity spouse monthly income allowance (described in sub-
section (d)(1)(B)), of the amount of any family allowances (de-
scribed in subsection (d)(1)(C)), of the method for computing
the amount of the community spouse resources allowance per-
mitted under subsection (f), and of the spouse’s right to a fair
hearing under the State plan respecting ownership or avail-
ability of income or resources, and the determination of the
community spouse monthly income or resource allowance.
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“(2) FAIR HEARING.—

“(A) IN GENERAL.—If either the institutionalized
spouse or the community spouse is dissatisfied with a de-
termination of—

“(i) the community spouse monthly income allow-
ance;

“(i1) the amount of monthly income otherwise
available to the community spouse (as applied under
subsection (d)(3)(A)({1));

“(ii1) the computation of the spousal share of re-
sources under subsection (c)(1);

“(iv) the attribution of resources under subsection
(c)(2); or

“(v) the determination of the community spouse
resource allowance (as defined in subsection (f)(2));

such spouse is entitled to a fair hearing under the State
plan with respect to such determination if an application
for benefits under this title has been made on behalf of the
institutionalized spouse. Any such hearing respecting the
determination of the community spouse resource allowance
shall be held within 30 days of the date of the request for
the hearing.

“(B) REVISION OF MINIMUM MONTHLY MAINTENANCE
NEEDS ALLOWANCE.—If either such spouse establishes that
the community spouse needs income, above the level other-
wise provided by the minimum monthly maintenance
needs allowance, due to exceptional circumstances result-
ing in significant financial duress, there shall be sub-
stituted, for the minimum monthly maintenance needs al-
lowance in subsection (d)(3)(A)(i), an amount adequate to
provide such additional income as is necessary.

“(C) REVISION OF COMMUNITY SPOUSE RESOURCE AL-
LOWANCE.—If either such spouse establishes that the com-
munity spouse resource allowance (in relation to the
amount of income generated by such an allowance) is inad-
equate to raise the community spouse’s income to the min-
imum monthly maintenance needs allowance, there shall
be substituted, for the community spouse resource allow-
ance under subsection (f)(2), an amount adequate to pro-
vide such a minimum monthly maintenance needs allow-
ance.

“(f) PERMITTING TRANSFER OF RESOURCES TO COMMUNITY
SPOUSE.—

“(1) IN GENERAL.—An institutionalized spouse may, with-
out regard to any other provision of the State plan to the con-
trary, transfer an amount equal to the community spouse re-
source allowance (as defined in paragraph (2)), but only to the
extent the resources of the institutionalized spouse are trans-
ferred to, or for the sole benefit of, the community spouse. The
transfer under the preceding sentence shall be made as soon
as practicable after the date of the initial determination of eli-
gibility, taking into account such time as may be necessary to
obtain a court order under paragraph (3).
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“(2) COMMUNITY SPOUSE RESOURCE ALLOWANCE DEFINED.—
In paragraph (1), the ‘community spouse resource allowance’
for a community spouse is an amount (if any) by which—

“(A) the greatest of—

“(i) $12,000 (subject to adjustment under sub-
section (g)), or, if greater (but not to exceed the
amount specified in clause (ii)(II)) an amount specified
under the State plan,

“(i1) the lesser of (I) the spousal share computed
under subsection (c)(1), or (II) $60,000 (subject to ad-
justment under subsection (g)),

“(iii) the amount established under subsection
(e)(2), or

“(iv) the amount transferred under a court order
under paragraph (3);

exceeds

“(B) the amount of the resources otherwise available to
the community spouse (determined without regard to such
an allowance).

“(3) TRANSFERS UNDER COURT ORDERS.—If a court has en-
tered an order against an institutionalized spouse for the sup-
port of the community spouse, any provisions under the plan
relating to transfers or disposals of assets for less than fair
market value shall not apply to amounts of resources trans-
ferred pursuant to such order for the support of the spouse or
a family member (as defined in subsection (d)(1)).

“(g) INDEXING DOLLAR AMOUNTS.—For services furnished dur-
ing a calendar year after 1989, the dollar amounts specified in sub-
sections (d)(3)(C), (H(2)(A)1), and (H)(2)(A)i1)(II) shall be increased
by the same percentage as the percentage increase in the consumer
price index for all urban consumers (all items; U.S. city average)
between September 1988 and the September before the calendar
year involved.

“(h) DEFINITIONS.—In this section:

“(1) INSTITUTIONALIZED SPOUSE.—The term ‘institutional-
ized spouse’ means an individual—

“(A)1) who is in a medical institution or nursing facil-
ity, or

“(i1) at the option of the State (I) who would be eligible
under the State plan under this title if such individual was
in a medical institution, (II) with respect to whom there
has been a determination that but for the provision of
home or community-based services such individual would
require the level of care provided in a hospital, nursing fa-
cility or intermediate care facility for the mentally re-
tarded the cost of which could be reimbursed under the
plan, and (III) who will receive home or community-based
services pursuant the plan; and

“(B) who is married to a spouse who is not in a medi-
cal institution or nursing facility;

but does not include any such individual who is not likely to

meet the requirements of subparagraph (A) for at least 30 con-

secutive days.



212

“(2) COMMUNITY SPOUSE.—The term ‘community spouse’
means the spouse of an institutionalized spouse.

“SEC. 1506. PREVENTING FAMILY IMPOVERISHMENT.
“(a) RESPONSIBILITIES FOR LONG-TERM AND INSTITUTIONAL
CARE GENERALLY.—A State plan may not—

“(1) require an adult child or any other individual (other
than the applicant or recipient of services or the spouse of such
an applicant or recipient) to contribute to the cost of covered
nursing facility services, other long-term care services, and
hospital and other institutional services under the plan; and

“(2) take into account with respect to such services the fi-
nancial responsibility of any individual for any applicant or re-
cipient of assistance under the plan unless such applicant or
recipient is such individual’s spouse or such individual’s child
who is under age 21 or (with respect to States eligible to par-
ticipate in the State program established under title XVI), is
blind or permanently and totally disabled, or is blind or dis-
abled as defined in section 1614 (with respect to States which
are not eligible to participate in such program).

“(b) LIMITATIONS ON LIENS.—

“(1) IN GENERAL.—No lien may be imposed against the
property of any individual prior to the individual’s death on ac-
count of medical assistance paid or to be paid on the individ-
ual’s behalf under a State plan, except—

“(A) pursuant to the judgment of a court on account of
benefits incorrectly paid on behalf of such individual; or

“(B) in the case of the real property of an individual—

“(1) who is an inpatient in a nursing facility, inter-
mediate care facility for the mentally retarded, or
other medical institution, if such individual is re-
quired, as a condition of receiving services in such in-
stitution under the plan, to spend for costs of medical
care all but a minimal amount of the individual’s in-
come required for personal needs, and

“(ii) with respect to whom the State determines,
after notice and opportunity for a hearing (in accord-
ance with procedures established by the State), that
the individual cannot reasonably be expected to be dis-
charged from the medical institution and to return
home,

except as provided in paragraph (2).

“(2) EXCEPTION.—No lien may be imposed under para-
graph (1)(B) on such individual’s home if—

“(A) the spouse of such individual,
“(B) such individual’s child who is under age 21, or

(with respect to States eligible to participate in the State

program established under title XVI) is blind or perma-

nently and totally disabled, or (with respect to States
which are not eligible to participate in such program) is
blind or disabled as defined in section 1614, or

“(C) a sibling of such individual (who has an equity in-
terest in such home and who was residing in such individ-
ual’s home for a period of at least one year immediately
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before the date of the individual’s admission to the medical

institution),
is lawfully residing in such home.

“(3) DISSOLUTION UPON RETURN HOME.—Any lien imposed
with respect to an individual pursuant to paragraph (1)(B)
shall dissolve upon that individual’s discharge from the medi-
cal institution and return home.

“SEC. 1507. STATE FLEXIBILITY.

“(a) STATE FLEXIBILITY IN BENEFITS, GEOGRAPHICAL COVERAGE
AREA, AND SELECTION OF PROVIDERS.—The State under its State
plan may—

“(1) specify those items and services for which medical as-
sistance is provided (consistent with guarantees under sub-
sections (a) and (b) of section 1501), the providers which may
provide such items and services, and the amount and fre-
quency of providing such items and services (consistent with
the requirements of section 1502(d));

“(2) specify the extent to which the same medical assist-
ance will be provided in all geographical areas or political sub-
divisions of the State, so long as medical assistance is made
available in all such areas or subdivisions;

“(3) specify the extent to which the medical assistance
made available to any individual eligible for medical assistance
is comparable in amount, duration, or scope to the medical as-
sistance made available to any other such individual; and

“(4) specify the extent to which an individual eligible for
medical assistance with respect to an item or service may
choose to obtain such assistance from any institution, agency,
or person qualified to provide the item or service.

“(b) STATE FLEXIBILITY WITH RESPECT TO MANAGED CARE.—
Nothing in this title shall be construed—

“(1) to limit a State’s ability to contract with, on a
capitated basis or otherwise, health care plans or individual
health care providers for the provision or arrangement of medi-
cal assistance,

“(2) to limit a State’s ability to contract with health care
plans or other entities for case management services or for co-
ordination of medical assistance, or

“(3) to restrict a State from establishing capitation rates
on the basis of competition among health care plans or negotia-
tions between the State and one or more health care plans.

“SEC. 1508. PRIVATE RIGHTS OF ACTION.

“(a) LIMITATION ON FEDERAL CAUSES OF ACTION.—Except as
provided in this section, no person or entity may bring an action
against a State in Federal court based on its failure to comply with
any requirement of this title.

“(b) STATE CAUSES OF ACTION.—

“(1) ADMINISTRATIVE AND JUDICIAL PROCEDURES.—A State
plan shall provide for—

“(A) an administrative procedure whereby an individ-
ual alleging a denial of eligibility for benefits or a denial
of benefits under the State plan may receive a hearing re-
garding such denial, and
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“(B) judicial review, through a private right of action
in a State court by an individual or class of individuals, re-
garding such a denial, but a State may require exhaustion
ofkadministrative remedies before such an action may be
taken.

The administrative procedure under subparagraph (A) shall in-
clude impartial decision makers and a fair process and timely
decisions.

“(2) WRIT OF CERTIORARL—AnN individual or class may file
a petition for certiorari before the Supreme Court of the United
States in a case of a denial of benefits under the State plan
to review a determination of the highest court of a State re-
garding such denial.

“(3) CONSTRUCTION.—Nothing in this subsection shall be
construed as requiring a State to provide a private right of ac-
tion in State court by a provider, health plan, or a class of pro-
viders or health plans.

“(c) SECRETARIAL RELIEF.—

“(1) IN GENERAL.—The Secretary may bring an action in
Federal court against a State and on behalf of an individual or
class of individuals in order to assure that a State provides
benefits to individuals and classes of individuals as guaranteed
under subsection (a) or (b) of section 1501 under its State plan.

“(2) NO PRIVATE RIGHT.—No action may be brought in any
court against the Secretary based on the Secretary’s bringing,
or failure to bring, an action under paragraph (1).

“(3) CONSTRUCTION.—Nothing in this title shall be con-
strued as authorizing the Secretary to bring an action on be-
hlalf of a provider, health plan, or a class of providers or health
plans.

“PART B—PAYMENTS TO STATES

“SEC. 1511. ALLOTMENT OF FUNDS AMONG STATES.
“(a) ALLOTMENTS.—

“(1) CoMPUTATION.—The Secretary shall provide for the
computation of State obligation and outlay allotments in ac-
cordance with this section for each fiscal year beginning with
fiscal year 1997. Nothing in this part shall be construed as au-
thorizing payment under this part to any State for fiscal year
1996.

“(2) LIMITATION ON OBLIGATIONS.—

“(A) IN GENERAL.—Subject to the succeeding provisions
of this paragraph, the Secretary shall not enter into obliga-
tions with any State under this title for a fiscal year in ex-
cess of the sum of the following allotments for the State
for the fiscal year:

“(i) BASE OBLIGATION ALLOTMENT.—The amount of
the base obligation allotment for that State for the fis-

cal year under paragraph (4).

“({il) SUPPLEMENTAL ALLOTMENT FOR CERTAIN

ALIENS.—The amount of any supplemental allotment

for that State for the fiscal year under subsection (f).

“(iii) SUPPLEMENTAL PER BENEFICIARY UMBRELLA

ALLOTMENT.—The amount of any supplemental per



215

beneficiary umbrella allotment for that State for the

fiscal year under subsection (g).

“(iv) SUPPLEMENTAL ALLOTMENT FOR INDIAN

HEALTH SERVICES.—The amount of any supplemental

allotment for that State for the fiscal year under sub-

section (h).

The sum of the base obligation allotments for all States in any
fiscal year (excluding amounts carried over under subpara-
graph (B) and excluding changes in allotments effected under
paragraph (4)(D)) shall not exceed the aggregate limit on new
base obligation authority specified in paragraph (3) for that fis-
cal year.

“(B) ADJUSTMENTS.—

“(i) CARRYOVER OF BASE ALLOTMENT PERMITTED.—

Subject to clauses (ii), if the amount of obligations en-

tered into under this part with a State for quarters in

a fiscal year is less than the amount of the obligation

allotment under this section to the State for the fiscal

year, the amount of the difference (less any amount
computed under clause (iii)) shall be added to the
amount of the State obligation allotment otherwise
provided under this section for the succeeding fiscal
year.

“(iil) NO CARRYOVER PERMITTED FOR STATES RE-

CEIVING SUPPLEMENTAL UMBRELLA ALLOTMENTS.—

Clause (i) shall not apply, insofar as it permits a car-

ryover for a State from a particular year to the next

year, if in the particular year the State receives a sup-

plemental umbrella allotment under subsection (g).

“(iii) NO CARRYOVER OF ALIEN AND INDIAN SUPPLE-

MENTAL ALLOTMENTS.—The amount of any carryover

under clause (i) from a fiscal year shall be reduced by

the amount (if any) by which the amount of the out-

lays for expenditures described in subsection (f) or (h)

for the fiscal year is less than the amount of any sup-

plemental allotment provided under the respective
subsection for the State and fiscal year involved.

“(C) REDUCTION FOR NEW OBLIGATIONS UNDER TITLE
XIX IN FISCAL YEAR 1997.—The amount of the base obliga-
tion allotment otherwise provided under this section for
fiscal year 1997 for a State shall be reduced by the amount
of the obligations entered into with respect to the State
under section 1903(a) during such fiscal year.

“(D) NO EFFECT ON PRIOR YEAR OBLIGATIONS.—Sub-
paragraph (A) shall not apply to or affect obligations for a
fiscal year prior to fiscal year 1997.

“(E) OBLIGATION.—For purposes of this section, the
Secretary’s establishment of an estimate under section
1512(b) of the amount a State is entitled to receive for a
quarter (taking into account any adjustments described in
such subsection) beginning during or after fiscal year 1997
shall be treated as the obligation of such amount for the
State as of the first day of the quarter.
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“(F) RELATION TO GUARANTEES.—The Federal Govern-
ment’s obligations for payments under this title are limited
as provided under subparagraph (A) and are only subject
to adjustment based on any guarantee provided under sec-
tion 1501 as provided under subsection (g).

“(3) AGGREGATE LIMIT ON NEW BASE OBLIGATION AUTHOR-
ITY.—

“(A) IN GENERAL.—For purposes of this subsection,
subject to subparagraph (C), the ‘aggregate limit on new
base obligation authority’, for a fiscal year, is the base pool
amount under subsection (b) for the fiscal year, divided by
the payout adjustment factor (described in subparagraph
(B)) for the fiscal year.

“(B) PAYOUT ADJUSTMENT FACTOR.—For purposes of
this subsection, the ‘payout adjustment factor'—

“(1) for fiscal year 1997 is 0.950,

“(@1) for fiscal year 1998 is 0.986, and

“(iii) for a subsequent fiscal year is 0.998.

“(C) TRANSITIONAL ADJUSTMENT FOR PRE-FISCAL YEAR
1997-OBLIGATION OUTLAYS.—In order to account for pre-fis-
cal year 1997-obligation outlays described in paragraph
(4)(C)(iv), in determining the aggregate limit on new obli-
gation authority under subparagraph (A) for fiscal year
1997, the pool amount for such fiscal year is equal to—

“(1) the pool amount for such year, reduced by

“(ii) $12,000,000,000.

“(4) BASE OBLIGATION ALLOTMENTS.—

“(A) GENERAL RULE FOR 50 STATES AND THE DISTRICT
OF COLUMBIA.—Except as provided in this paragraph, the
‘base obligation allotment’ for any of the 50 States or the
District of Columbia for a fiscal year (beginning with fiscal
year 1997) is an amount that bears the same ratio to the
base outlay allotment under subsection (c)(2) for such
State or District (not taking into account any adjustment
due to an election under subsection (c)(4)) for the fiscal
year as the ratio of—

“(i) the aggregate limit on new base obligation au-
thority (less the total of the obligation allotments
under subparagraph (B)) for the fiscal year, to

“(ii) the base pool amount (less the sum of the
base outlay allotments for the territories) for such fis-
cal year.

“(B) TERRITORIES.—The base obligation allotment for
each of the Commonwealths and territories for a fiscal
year is the base outlay allotment for such Commonwealth
or Territory (as determined under subsection (c)(5)) for the
fiscal year divided by the payout adjustment factor for the
fiscal year (as defined in paragraph (3)(B)).

“(C) TRANSITIONAL RULE FOR FISCAL YEAR 1997.—

“(i) IN GENERAL.—The obligation amount for fiscal
year 1997 for any State (including the District of Co-
lumbia, a Commonwealth, or Territory) is determined
according to the formula: A=(B-C)/D, where—
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“I) ‘A’ is the base obligation amount for such
State,

“II) ‘B’ is the base outlay allotment of such
State for fiscal year 1997, as determined under
subsection (c),

“(III) ‘C’ is the amount of the pre-enactment-
obligation outlays (as established for such State
under clause (ii)), and

“IV) ‘D’ is the payout adjustment factor for
such fiscal year (as defined in paragraph (3)(B)).
“(ii) PRE-FISCAL YEAR 1997-OBLIGATION OUTLAY

AMOUNTS.—Not later than November 1, 1996, the Sec-

retary shall estimate (based on the best data avail-

able) and publish in the Federal Register the amount
of the pre-fiscal year 1997-obligation outlays (as de-
fined in clause (iv)) for each State (including the Dis-
trict of Columbia, Commonwealths, and Territories).

The total of such amounts shall equal the dollar

amount specified in paragraph (3)(C)(ii).

“(ii1)) AGREEMENT.—The submission of a State plan
by a State under this title is deemed to constitute the
State’s acceptance of the obligation allotment limita-
tions under this subsection, including the formula for
computing the amount of the base obligation allotment
and any supplemental obligation allotments.

“(iv) PRE-FISCAL YEAR 1997-OBLIGATION OUTLAYS
DEFINED.—In this subsection, the term ‘pre-fiscal year
1997-obligation outlays’ means, for a State, the outlays
of the Federal Government that result from obliga-
tions that have been incurred under title XIX with re-
spect to the State before October 1, 1996, but for
which payments to States have not been made as of
such date.

“(D) ADJUSTMENT TO REFLECT ADOPTION OF ALTER-
NATIVE GROWTH FORMULA.—Any State that has elected an
alternative growth formula under subsection (c¢)(4) which
increases or decreases the dollar amount of an outlay allot-
ment for a fiscal year is deemed to have increased or de-
creased, respectively, its obligation amount for such fiscal
year by the amount of such increase or decrease.

“(E) TRANSITIONAL CORRECTION FOR FISCAL YEAR
1997.—

“(i) IN GENERAL.—The base obligation amount for
fiscal year 1998 for any State described in clause (ii)
shall be increased by the amount by which the amount
described in clause (ii)(I) exceeds the amount de-
scribed in clause (ii)(II), divided by the payout adjust-
ment factor specified in paragraph (3)(B) for fiscal
year 1997. The increase under this clause shall be
paid to a State in the first quarter of fiscal year 1998.

“(il) STATES DESCRIBED.—A State described in this
clause is a State for which—
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“(I) the amount of the pre-fiscal year 1997-ob-
ligation outlays (as established for such State
under subparagraph (C)(i1)), exceeded

“(II) the outlays of the Federal Government
during fiscal year 1997 that are attributable to ob-
ligations that were incurred under title XIX with
respect to the State before October 1, 1996, but for
which payments to States had not been made as
of such date.

“(5) SEQUENCE OF OBLIGATIONS.—For purposes of carrying
out this title, payments under section 1512 to a State eligible
for a supplemental outlay allotment that are attributable to—

“(A) expenditures for medical assistance described in
the second sentence of subsection (f)(1) or the second sen-
tence of subsection (h)(1) shall first be counted toward the
supplemental outlay allotment provided under subsection

(f) or (h), respectively, rather than toward the base outlay

allotment otherwise provided under this section; or

“(B) subsection (g) (relating to the umbrella fund) shall
first be counted toward the allotment provided other than
under such subsection, and then to such subsection.

“(b) BASE PooL OF AVAILABLE FUNDS.—

“(1) IN GENERAL.—For purposes of this section, the ‘base
pool amount’ under this subsection for—

“(A) fiscal year 1996 is $96,601,037,894,

“(B) fiscal year 1997 is $103,447,755,053,

“(C) fiscal year 1998 is $108,430,173,129,

“(D) fiscal year 1999 is $113,652,562,483,

“(E) fiscal year 2000 is $119,126,480,999,

“(F) fiscal year 2001 is $124,864,043,230,

“(@Q) fiscal year 2002 is $130,877,947,213, and

“(H) each subsequent fiscal year is the pool amount
under this paragraph for the previous fiscal year increased
by the lesser of 4.82 percent or the annual percentage in-
crease in the gross domestic product for the 12-month pe-
riod ending in June before the beginning of that subse-
quent fiscal year.

“(2) NATIONAL GROWTH PERCENTAGE.—For purposes of this
section for a fiscal year (beginning with fiscal year 1997), the
‘national growth percentage’ is the percentage by which—

“(A) the base pool amount under paragraph (1) for the
fiscal year, exceeds

“(B) such base pool amount for the previous fiscal
year.

“(c) STATE BASE OUTLAY ALLOTMENTS.—

“(1) F1scAL YEAR 1996.—For each of the 50 States and the
District of Columbia, the amount of the State base outlay allot-
ment under this subsection for fiscal year 1996 is, subject to
patl)‘lagraph (4), determined in accordance with the following
table:

“State or District: Outlay allotment (in dollars):
Alabama 1,517,652,207
Alaska ..... 204,933,213
Arizona ... 1,385,781,297
Arkansas .... 1,011,457,933
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“State or District: Outlay allotment (in dollars):
California ......ccceceeeevveeeeecveeeecneeeeeeeeeennns 8,946,838,461
Colorado ....... 757,492,679
Connecticut 1,463,011,635
Delaware .......ccoceeeeeeeeciiieeeeiieeeieeens 212,327,763
District of Columbia .........c..ccoeevveeeene.. 501,412,091
Florida ....ccccocvveviveniieiiecieeiieciceeeeee 3,715,624,180
[ 1) =y - S 2,426,320,602
Hawail ..cccooevveiieeeiieieceeeeeeeee e 323,124,375
Tdaho .oooceeeiiieeeeeeee e 278,329,686
TIHNOIS .ooevieeiecieeceeeee e 3,467,274,342
Indiana .....ccccooeeveeeeiiiieieeee e, 1,952,467,267
TOWA oo 835,235,895
Kansas .....cccccoeevevvvveeeieeecieeee e 713,700,869
Kentucky .....ccooeeeviieniieniiiieeiceieeee 1,577,828,832

Louisiana .......cccveeeeeeeeeiiieeeeee e 2,622,000,000
MaAINE ..vvievieiieeiieiie et 694,220,790
Maryland .......ccoceeeeviiieeiieeeeieeeeiee s 1,369,699,847
Massachusetts ........ccceevvveeeieeeicnnnnenn... 2,870,346,862
Michigan ......cccccvveevieniecierireieseeeeiee 3,465,182,886
MiInnesota ......ccccceeeeeeeeecvvveeeeeeeeeirneennnn. 1,793,776,356
MiSSISSIPPL wveevrvreerriirreniiieesiieeesieeennne 1,261,781,330
MISSOUTT .ooeeieeeiriieieee e 1,849,248,945
Montana ......cccceeeereiieeeniiieeeiee e 312,212,472
Nebraska ......ccccoeeeeciiieeciiieeieeeeieeens 463,900,417
Nevada ...cccoovvecveeeiieiececeeeeeee e 257,896,453
New Hampshire .......ccccoceevvieciieniennnnn. 560,000,000
NeW Jersey ...ccccveeevreeeecireeeiieeeerieeeeanns 2,854,621,241
New MEXICO ..ccovvvereeeeeiciireeeeeeeeeiieeeeeeen 634,756,945
New YOrK ..ocooovvveeiieiiecieceieeecieeeeeene 12,901,793,038

North Carolina ........cccceeevveeeeeeeeivnnnenn.n. 2,587,883,809

North Dakota .......cccoveeeevrieeecinieeeeieeenns 241,168,563
Ohi0 oo 4,034,049,690
Oklahoma .......ccccevvveeeeiciiiieeeeeeeeeeee. 911,198,775
OTegOn .....coeiiieiieiieeiie et 1,088,670,440
Pennsylvania ........cccceeeveeeeiieeneieeennns 4,454,423,400
Rhode Island ......ccccoooveveiienieciienieene. 545,686,262
South Carolina .........ccccecvvveeeieeeicnreenennn. 1,621,021,815
South Dakota ........cccceeeevvveeeeeeecinnnnenne. 262,804,959
Tennessee .....cccceeevvveeeeeeeecciiiieeeeeeeiiens 2,519,934,251
TEXAS .ocvvieerieeieeeteeete et 6,351,909,343
Utah oo, 484,274,254
Vermont ........cccoeeevvveeeeeeeeciiieeneeeeeennnnns 248,158,729
VIrginia ....ccccceeeeveeeccieeeeeveeenieeeesveeennns 1,144,962,509
Washington .........cccccceeeeveeencieesnieeeenns 1,763,460,996
West Virginia .....ccccceveeeevieniienieniennen. 1,156,813,157
WIiSCONSIN ..ovveeiieiiiiieeeeeceiieeee s 1,709,500,642
Wyoming .....ccccoevevveiniirnienicenicnieene. 132,915,390.

“(2) FOR SUBSEQUENT FISCAL YEARS.—

“(A) IN GENERAL.—Subject to the succeeding provisions
of this subsection, the amount of the State base outlay al-
lotment under this subsection for one of the 50 States and
the District of Columbia for a fiscal year (beginning with
fiscal year 1997) is equal to the product of—

“(1) the needs-based amount determined under
subparagraph (B) for such State or District for the fis-
cal year, and

“(ii) the adjustment factor described in subpara-
graph (C) for the fiscal year.

“(B) NEEDS-BASED AMOUNT.—The needs-based amount
under this subparagraph for a State or the District of Co-
lumbia for a fiscal year is equal to the product of—



220

“(i) the State’s or District’s aggregate expenditure
need for the fiscal year (as determined under sub-
section (d)), and

“(i1) the State’s or District’s old Federal medical
assistance percentage (as defined in section 1512(d))
for the fiscal year (or, in the case of fiscal year 1997,
the Federal medical assistance percentage determined
under section 1905(b) for fiscal year 1996).

“(C) ADJUSTMENT FACTOR.—The adjustment factor
under this subparagraph for a fiscal year is such propor-
tion so that, when it is applied under subparagraph (A)(ii)
for the fiscal year (taking into account the floors and ceil-
ings under paragraph (3)), the total of the base outlay al-
lotments under this subsection for all the 50 States and
the District of Columbia for the fiscal year (not taking into
account any increase in a base outlay allotment for a fiscal
year attributable to the election of an alternative growth
formula under paragraph (4)) is equal to the amount by
which (i) the base pool amount for the fiscal year (as deter-
mined under subsection (b)), exceeds (ii) the sum of the
base outlay allotments provided under paragraph (5) for
the Commonwealths and Territories for the fiscal year.

“(3) FLOORS AND CEILINGS.—

“(A) FLOORS.—Subject to the ceiling established under
subparagraph (B), in no case shall the amount of the State
base outlay allotment under paragraph (2) for a fiscal year
be less than the greatest of the following:

“(1) IN GENERAL.—Beginning with fiscal year 1998,
0.24 percent of the pool amount for the fiscal year.

“(i1) FLOOR BASED ON PREVIOUS YEAR’S OUTLAY AL-
LOTMENT.—Subject to clause (iii)—

“I) for fiscal year 1997, 103.5 percent of the
amount of the State base outlay allotment under
this subsection for fiscal year 1996,

“(II) for fiscal year 1998, 103 percent of the
amount of the State base outlay allotment under
this subsection for fiscal year 1997,

“(III) for fiscal year 1999, 102.5 percent of the
amount of the State base outlay allotment under
this subsection for fiscal year 1998,

“IV) for fiscal year 2000, 102.25 percent of
the amount of the State base outlay allotment
under this subsection for fiscal year 1999, and

“(V) for each of fiscal years 2001 and 2002,
102 percent of the amount of the State base outlay
allotment under this subsection for the previous
fiscal year.

“(iii) FLOOR BASED ON OUTLAY ALLOTMENT GROWTH
RATE IN FIRST YEAR.—Beginning with fiscal year 1998,
in the case of a State for which the outlay allotment
under this subsection for fiscal year 1997 exceeded its
outlay allotment under this subsection for the previous
fiscal year by more than 95 percent of the national
growth percentage for fiscal year 1997, 90 percent of
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the national growth percentage for the fiscal year in-
volved.
“(B) CEILINGS.—

“(1) IN GENERAL.—Subject to clause (ii), in no case
shall the amount of the State base outlay allotment
under paragraph (2) for a fiscal year be greater than
the product of—

“(I) the State base outlay allotment under this
subsection for the State for the preceding fiscal
year, and

“(II) the applicable percent (specified in clause
(i1) or (iii)) for the fiscal year involved.

“(il) GENERAL RULE FOR APPLICABLE PERCENT.—
For purposes of clause (i), subject to clause (iii), the
‘applicable percent’ for fiscal year 1997 is 126.98 per-
cent and for a subsequent fiscal year is 133 percent of
the national growth percentage for the fiscal year.

“(iil) SPECIAL RULE.—For a fiscal year after fiscal
year 1997, in the case of a State (among the 50 States
and the District of Columbia) that is one of the 10
States with the lowest Federal spending per resident-
in-poverty rates (as determined under clause (iv)) for
the fiscal year, the ‘applicable percent’ is 150 percent
of the national growth percentage for the fiscal year.

“(iv) DETERMINATION OF FEDERAL SPENDING PER
RESIDENT-IN-POVERTY RATE.—For purposes of clause
(ii1), the ‘Federal spending per resident-in-poverty rate’
for a State for a fiscal year is equal to—

“I) the State’s outlay allotment under this
subsection for the previous fiscal year (determined
without regard to paragraph (4)), divided by

“(II) the average annual number of residents
of the State in poverty (as defined in subsection
(d)(2)) with respect to the fiscal year.

“(C) SPECIAL RULE.—

“(1) IN GENERAL.—Notwithstanding the preceding
subparagraphs of this paragraph, the State base out-
lay allotment for—

“I) Louisiana, subject to subclause (II), for
each of the fiscal years 1997 through 2000, is
$2,622,000,000,

“(II) Louisiana for fiscal year 1997 only, as
otherwise determined, shall be increased by
$37,048,207, and

“(IIT) Nevada for each of fiscal years 1997,
1998, and 1999, as otherwise determined, shall be
increased by $90,000,000.

“(i1) EXCEPTION.—A State described in subclause
(I) of clause (i) may apply to the Secretary for use of
the State base outlay allotment otherwise determined
under this subsection for any fiscal year, if such State
notifies the Secretary not later than March 1 preced-
ing such fiscal year that such State will be able to ex-
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pend sufficient State funds in such fiscal year to qual-

ify for such allotment.

“(iii) TREATMENT OF INCREASE AS SUPPLEMENTAL
ALLOTMENT.—Any increase in an outlay allotment
under clause (1)(II) or (i)(III) shall not be taken into
account for purposes of determining—

“(I) the adjustment factor under paragraph (2)

for fiscal year 1997,

“(II) any State base outlay allotment for a fis-

cal year after fiscal year 1997,

“(IIT) the base pool amount for a fiscal year
after fiscal year 1997, or
“IV) determination of the national growth
percentage for any fiscal year.
“(4) ELECTION OF ALTERNATIVE GROWTH FORMULA.—

“(A) ELECTION.—In order to reduce variations in in-
creases in outlay allotments over time, any of the 50
States or the District of Columbia may elect (by notice pro-
vided to the Secretary by not later than April 1, 1997) to
adopt an alternative growth rate formula under this para-
graph for the determination of the State’s base outlay al-
lotment in fiscal year 1997 and for the increase in the
amount of such allotment in subsequent fiscal years.

“(B) FORMULA.—The alternative growth formula under
this paragraph may be any formula under which a portion
of the State base outlay allotment for fiscal year 1997
under paragraph (1) is deferred and applied to increase the
amount of its base outlay allotment for one or more subse-
quent fiscal years, so long as the total amount of such in-
creases for all such subsequent fiscal years does not exceed
the amount of the base outlay allotment deferred from fis-
cal year 1997.

“(5) COMMONWEALTHS AND TERRITORIES.—

“(A) IN GENERAL.—The base outlay allotment for each
of the Commonwealths and Territories for a fiscal year is
the maximum amount that could have been certified under
section 1108(c) (as in effect on the day before the date of
the enactment of this title) with respect to the Common-
wealth or Territory for the fiscal year with respect to title
XIX, if the national growth percentage (as determined
under subsection (b)(2)) for the fiscal year had been sub-
stituted (beginning with fiscal year 1997) for the percent-
age increase referred to in section 1108(c)(1)(B) (as so in
effect).

“(B) DISREGARD OF ROUNDING REQUIREMENTS.—For
purposes of subparagraph (A), the rounding requirements
under section 1108(c) shall not apply.

“(C) LIMITATION ON TOTAL AMOUNT FOR FISCAL YEAR
1996.—Notwithstanding the provisions of subparagraph (A),
the total amount of the base outlay allotments for the
Commonwealths and Territories for fiscal year 1996 may
not exceed $139,950,000.

“(d) STATE AGGREGATE EXPENDITURE NEED DETERMINED.—
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“(1) IN GENERAL.—For purposes of subsection (c), the ‘State
aggregate expenditure need’ for a State or the District of Co-
lumbia for a fiscal year is equal to the product of the following
4 factors:

“(A) PROGRAM NEED.—The program need for the State
for the fiscal year, as determined under paragraph (2).

“(B) HEALTH CARE COST INDEX.—The health care cost
index for the State (as determined under paragraph (3))
for the most recent fiscal year for which data are available.

“(C) PROJECTED INFLATION.—The CPI increase factor
for the fiscal year (as defined in subsection (g)(4)(C)).

“(D) NATIONAL AVERAGE SPENDING PER RESIDENT IN
POVERTY.—The national average spending per resident in
poverty (as determined under paragraph (4)).

“(2) PROGRAM NEED.—

“(A) IN GENERAL.—In this subsection and subject to
subparagraph (D), the ‘program need’ of a State for a fiscal
year is equal to the sum, for each of the population groups
described in subparagraph (B), of the product described in
subparagraph (C) for that population group.

“(B) POPULATION GROUPS DESCRIBED.—The population
groups described in this subparagraph are as follows:

“(i) INDIVIDUALS BETWEEN 60 AND 85.—Individuals
who are least 60, but less than 85, years of age.

“(i1) INDIVIDUALS 85 OR OLDER.—Individuals who
are 85 years of age or older.

“(iii) DISABLED INDIVIDUALS.—Individuals who are
eligible for medical assistance because such individ-
uals are blind or disabled and are not described in
clause (i) or (ii).

“(iv) CHILDREN.—Individuals described in sub-
section (g)(2)(B).

“(v) OTHER INDIVIDUALS.—Individuals not de-
scribed in a previous clause of this subparagraph.

“(C) ProbDUCT DESCRIBED.—The product described in
this subparagraph, with respect to a population group for
a fiscal year for a State (or District), is the product of the
following 2 factors for that group, year, and State (or Dis-
trict):

“i) WEIGHTING FACTOR REFLECTING RELATIVE
NEED FOR THE GROUP.—For all States, the national av-
erage per recipient expenditures under this title in the
50 States and the District of Columbia for individuals
in such group, as determined under subparagraph (E),
divided by the national average of such averages for
all such groups (weighted by the number of recipients
in each group).

. “(ii) NUMBER OF NEEDY IN GROUP.—The product

o —

“(I) for all groups, the average annual number
of residents in poverty in such State or District

(based on data made generally available by the

Bureau of the Census from the Current Popu-

lation Survey) for the most recent 3-calendar-year
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period (ending before the fiscal year) for which

such data are available; and

“(IT) the proportion, of all individuals who re-
ceived medical assistance under this title in such
State or District, that were individuals in such
group.

In clause (ii)(I), the term ‘resident in poverty’ means

an individual whose family income does not exceed the

poverty threshold (as such terms are defined by the

Office of Management and Budget and are generally

interpreted and applied by the Bureau of the Census

for the year involved).

“(D) FLOORS AND CEILINGS ON PROGRAM NEED.—

“(1) IN GENERAL.—In no case shall the value of the
program need for a State for a fiscal year be less than
90 percent, or be more than 115 percent, of the pro-
gram need based on national averages (determined
under clause (ii)) for that State for the fiscal year.

“(il) PROGRAM NEED BASED ON NATIONAL AVER-
AGES.—For purposes of clause (i), the ‘program need
based on national average’ for a fiscal year is equal to
the sum of the product (for each of the population
groups) of the following 3 factors (for that group, year,
and State or District):

“I) WEIGHTING FACTOR FOR GROUP.—The
weighting factor for the group (described in sub-
paragraph (C)(Q3)).

“(II) TOTAL NUMBER OF NEEDY IN STATE.—For
all groups, the average annual number of resi-
dents in poverty in such State or District (as de-
fined in subparagraph (C)(ii)(I)).

“(IIT) NATIONAL PROPORTION OF NEEDY IN
GROUP.—The proportion, of all individuals who re-
ceived medical assistance under this title in all of
the States and the District in all such groups, that
were individuals in such group.

“(E) DETERMINATION OF NATIONAL AVERAGES AND PRO-
PORTIONS.—The national averages per recipient and the
proportions referred to in subparagraph (C)(ii) and (C)(ii),
respectively, shall be determined by the Secretary using
the most recent data available.

“(F) EXPENDITURE DEFINED.—For purposes of this
paragraph, the term ‘expenditure’ means medical vendor
payments by basis of eligibility as reported by HCFA Form
2082.

“(3) HEALTH CARE COST INDEX.—

“(A) IN GENERAL.—In this section, the ‘health care cost
index’ for a State or the District of Columbia for a fiscal
year is the sum of—

“(1) 0.15, and

“(i1) 0.85 multiplied by the ratio of (I) the annual
average wages for hospital employees in such State or
District for the fiscal year (as determined under sub-
paragraph (B)), to (I) the annual average wages for
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hospital employees in the 50 States and the District of

Columbia for such year (as determined under such

subparagraph).

“(B) DETERMINATION OF ANNUAL AVERAGE WAGES OF
HOSPITAL EMPLOYEES.—The Secretary shall provide for the
determination of annual average wages for hospital em-
ployees in a State or the District of Columbia and, collec-
tively, in the 50 States and the District of Columbia for a
fiscal year based on the area wage data applicable to hos-
pitals under section 1886(d)(2)(E) (or, if such data no
longer exists, comparable data of hospital wages) for dis-
charges occurring during the fiscal year involved.

“(4) NATIONAL AVERAGE SPENDING PER RESIDENT IN POV-
ERTY.—For purposes of this subsection, the ‘national average
spending per resident in poverty’—

“(A) for fiscal year 1997 is equal to—

“(i) the sum (for each of the 50 States and the Dis-
trict of Columbia) of the total of the Federal and State
expenditures under title XIX for calendar quarters in
fiscal year 1994, increased by the percentage by which
(I) the base pool amount for fiscal year 1997, exceeds
(IT) $83,213,431,458 (which represents Federal medic-
aid expenditures for such States and District for fiscal
year 1994); divided by

“(i1) the sum of the number of residents in poverty
(as defined in paragraph (2)(C)(i)(I)) for all of the 50
States and the District of Columbia for fiscal year
1994; and
“B) for a succeeding fiscal year is equal to the na-

tional average spending per resident in poverty under this

paragraph for the preceding fiscal year increased by the

national growth percentage (as defined in subsection (b)(2))

for the fiscal year involved.

“(e) PUBLICATION OF OBLIGATION AND OUTLAY ALLOTMENTS.—

“(1) NOTICE OF PRELIMINARY ALLOTMENTS.—Not later than
April 1 before the beginning of each fiscal year (beginning with
fiscal year 1997), the Secretary shall initially compute, after
consultation with the Comptroller General, and publish in the
Federal Register notice of the proposed base obligation allot-
ment, base outlay allotment, and supplemental allotments
under subsections (f) and (h) for each State under this section
(not taking into account subsection (a)(2)(B)) for the fiscal year.
The Secretary shall include in the notice a description of the
methodology and data used in deriving such allotments for the
year.

“(2) REVIEW BY GAO.—The Comptroller General shall sub-
mit to Congress by not later than May 15 of each such fiscal
year, a report analyzing such allotments and the extent to
which they comply with the precise requirements of this sec-
tion.

“(3) NOTICE OF FINAL ALLOTMENTS.—Not later than July 1
before the beginning of each such fiscal year, the Secretary,
taking into consideration the analysis contained in the report
of the Comptroller General under paragraph (2), shall compute



226

and publish in the Federal Register notice of the final allot-
ments under this section (both taking into account and not tak-
ing into account subsection (a)(2)(B)) for the fiscal year. The
Secretary shall include in the notice a description of any
changes in such allotments from the initial allotments pub-
lished under paragraph (1) for the fiscal year and the reasons
for such changes. Once published under this paragraph, the
Secretary is not authorized to change such allotments.

“(4) GAO REPORT ON FINAL ALLOTMENTS.—The Comptroller
General shall submit to Congress by not later than August 1
of each such fiscal year, a report analyzing the final allotments
under paragraph (3) and the extent to which they comply with
the precise requirements of this section.

“(5) TRANSITIONAL RULE FOR FISCAL YEAR 1997.—With re-
spect to fiscal year 1997, the deadlines under the previous pro-
visions of this subsection shall be extended by a number of
days equal to the number of days between May 1, 1996, and
the date of the enactment of this title.

“(f) SUPPLEMENTAL ALLOTMENT FOR CERTAIN HEALTH CARE
SERVICES TO CERTAIN ALIENS.—

“(1) IN GENERAL.—For purposes of this section for each of
fiscal years 1998 through 2002 in the case of a subsection (f)
supplemental allotment eligible State, the amount of the sup-
plemental allotment under this subsection is the amount pro-
vided under paragraph (2) for the State for that year. Such
amount may only be used for the purpose of providing medical
assistance for care and services for aliens described in para-
graph (1) of section 1513(f) and for which the exception de-
scribed in paragraph (2) of such section applies. Section
1512(f)(4) shall apply to such assistance in the same manner
as it applies to medical assistance described in such section.

“(2) SUPPLEMENTAL AMOUNT.—

“(A) IN GENERAL.—For purposes of paragraph (1), the
supplemental amount for a subsection (f) supplemental al-
lotment eligible State for a fiscal year is equal to the sub-
section (f) supplemental allotment ratio (as defined in sub-
paragraph (C)) multiplied by the subsection (f) supple-
mental pool amount (specified in subparagraph (D)) for the
fiscal year.

“(B) SUBSECTION (f) SUPPLEMENTAL ALLOTMENT ELIGI-
BLE STATE.—In this subsection, the term ‘subsection (f)
supplemental allotment eligible State’ means one of the 15
States with the highest number of undocumented alien
residents of all the States.

“(C) SUBSECTION () SUPPLEMENTAL ALLOTMENT
RATIO.—In this paragraph, the ‘subsection (f) supplemental
allotment ratio’ for a State is the ratio of—

“(1) the number of undocumented aliens residing
in the State, to

“(ii) the sum of such numbers for all subsection (f)
supplemental allotment eligible States.

“(D) SUBSECTION (f) SUPPLEMENTAL POOL AMOUNT.—In
this paragraph, the °‘subsection (f) supplemental pool
amount’—
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“(1) for fiscal year 1998 is $500,000,000,

“(i1) for fiscal year 1999 is $600,000,000,

“(iii) for fiscal year 2000 is $700,000,000,

“(iv) for fiscal year 2001 is $800,000,000, and

“(v) for fiscal year 2002 is $900,000,000.

“(E) DETERMINATION OF NUMBER.—

“1) IN GENERAL.—The number of undocumented
aliens residing in a State under this paragraph—

“I) for fiscal year 1998 shall be determined
based on estimates of the resident illegal alien
population residing in each State prepared by the
Statistics Division of the Immigration and Natu-
ralization Service as of October 1992, and

“(IT) for a subsequent fiscal year shall be de-
termined based on the most recent updated esti-
mate made under clause (ii).

“(i1) UPDATING ESTIMATE.—For each fiscal year be-
ginning with fiscal year 1999, the Secretary, in con-
sultation with the Commission of the Immigration and
Naturalization Service, States, and outside experts,
shall estimate the number of undocumented aliens re-
siding in each of the 50 States and the District of Co-
lumbia.

“(g) SUPPLEMENTAL PER BENEFICIARY UMBRELLA ALLOTMENT
FOR STATES WITH EXCESS GROWTH IN CERTAIN POPULATION
GROUPS.—

“(1) IN GENERAL.—Subject to paragraphs (5) through (7),
for purposes of this section the amount of the supplemental al-
lotment under this subsection for a State for a fiscal year (be-
ginning with fiscal year 1997) is the sum, for each supple-
mental allotment population group described in paragraph (2),
of the product of the following:

“(A) EXCESS NUMBER OF INDIVIDUALS.—The excess
number of individuals (if any, determined under paragraph
(3)) for State and the fiscal year who are in the population

oup.

“(B) APPLICABLE PER BENEFICIARY AMOUNT.—The ap-
plicable per beneficiary amount (determined under para-
graph (4)) for the State and fiscal year for the population

oup.

“(C) FMAP.—The old Federal medical assistance per-
centage (as defined in section 1512(d)) for the State and
fiscal year.

“(2) SUPPLEMENTAL ALLOTMENT POPULATION GROUP.—In
this subsection, each of the following shall be considered to be
a separate ‘supplemental allotment population group’:

“(A) POOR PREGNANT WOMEN.—Individuals described
in section 1501(a)(1)(A).

“(B) PoOR CHILDREN.—Individuals (not described in
subparagraph (C))—

“(1) described in subparagraph (B) or (C) of section
1501(a)(1), or
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“(i1) described in subparagraph (F) or (G) of sec-
tion 1501(a)(1) who are under 21 years of age and who
are not pregnant women.

“(C) POOR DISABLED INDIVIDUALS.—Only in the case of
a State that has elected the option (of guaranteeing cov-
erage of disabled individuals) described in section
1501(a)(1)(D)(i) for the fiscal year (and, in the case of a
fiscal year after fiscal year 1997, for the previous fiscal
year), individuals—

“(1) who are described in such section; or

“(ii) who are described in section 1502(a) under
paragraph (1) of that section.

“(D) POOR ELDERLY INDIVIDUALS.—Individuals who
are—

“(1) described in section 1501(a)(1)(E); or

“(i1) described in section 1502(a) under paragraph
(2) of that section.

“(E) QUALIFIED MEDICARE BENEFICIARIES.—Individuals
described in section 1501(b)(1)(A) who are not described in
subparagraph (D).

“(F) QUALIFIED DISABLED AND WORKING INDIVIDUALS.—
Individuals described in section 1501(b)(1)(B) who are not
described in subparagraph (D).

“(G) CERTAIN OTHER MEDICARE BENEFICIARIES.—Indi-
viduals described in section 1501(b)(1)(C) who are not de-
scribed in subparagraph (D).

“(H) OTHER POOR ADULTS.—Individuals described in
section 1501(a)(1)(G) who are not within a population
group described in a previous subparagraph.

“(3) EXCESS NUMBER OF INDIVIDUALS.—

“(A) IN GENERAL.—In this subsection, the ‘excess num-
ber of individuals’, for a State for a fiscal year with respect
to a supplemental allotment population group, is equal to
the amount (if any) by which—

“(1) the number of full-year equivalent individuals
in the population group for the State and fiscal year,
exceeds

“(ii) the anticipated number of such individuals
(as determined under subparagraph (B)) for the State
and fiscal year in such group.

“(B) ANTICIPATED NUMBER.—

“(1) IN GENERAL.—In subparagraph (A)(ii), the ‘an-
ticipated number’ of individuals for a State in a sup-
plemental allotment population group for—

“(I) fiscal year 1997 is equal to the number of
full-year equivalent individuals in such group en-

rolled in the State medicaid plan under title XIX

in fiscal year 1996 increased by the percentage in-

crease factor (described in clause (ii)) for fiscal
year 1997; or

“(II) a subsequent fiscal year is equal to the
number of full-year equivalent individuals in the
population group for the State for the previous fis-
cal year increased by the percentage increase fac-
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tor (described in clause (ii)) for that subsequent

fiscal year.

“(i1) PERCENTAGE INCREASE FACTOR.—For purposes
of this subparagraph, the ‘percentage increase factor’
for a fiscal year is equal to zero or, if greater, the
number of percentage points by which (I) the State
percentage growth factor (as defined in subparagraph
(C)) for the fiscal year, exceeds (II) the percentage in-
crease in the consumer price index for all urban con-
sumers (U.S. city average) during the 12-month period
beginning with July before the beginning of the fiscal
year.

“(C) STATE PERCENTAGE GROWTH FACTOR.—In this
paragraph, the term ‘State percentage growth factor’
means, for a State for a fiscal year, the percentage by
which (i) the State outlay allotment for the State for the
fiscal year (determined under this section without regard
to this subsection or subsection (f) or (h)), exceeds (i1) such
outlay allotment for such State for the preceding fiscal
year (as so determined).

“(D) INDIVIDUALS COUNT ONLY ONCE.—An individual
may at any time not be counted in more than one supple-
mental allotment population group.

“(4) APPLICABLE PER BENEFICIARY AMOUNT.—

“(A) IN GENERAL.—In this subsection, subject to sub-
paragraph (D), the ‘applicable per beneficiary amount’, for
a State for a fiscal year for a supplemental allotment popu-
lation group, is equal to the base per beneficiary amount
(determined under subparagraph (B)) for the State for the
group, increased by the Secretary’s estimate of the in-
crease in the per beneficiary expenditures under this title
(and title XIX) for States between fiscal year 1995 and fis-
cal year 1996, and further increased (for each subsequent
fiscal year up to the fiscal year involved and in a
compounded manner) by the CPI increase factor (as de-
fined in subparagraph (C)) for each such fiscal year.

“(B) BASE PER BENEFICIARY AMOUNT.—

“(1) IN GENERAL.—The Secretary shall determine
for each State a base per beneficiary amount for each
supplemental allotment population group equal to—

“(I) the sum of the total expenditure amounts
described in clauses (ii) and (iii), divided by

“(ID) the full-year equivalent number of such
individuals in such group enrolled under the State

plan under title XIX for fiscal year 1995.

“(iil) MEDICAL ASSISTANCE EXPENDITURES.—The
total expenditure amount described in this clause,
with respect to a supplemental allotment population
group, is the total amount of expenditures for which
Federal financial participation was provided to the
State under paragraphs (1) and (5) of section 1903(a)
for fiscal year 1995 with respect to medical assistance
furnished with respect to individuals included in such
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group. Such amount shall not include expenditures at-

tributable to payment adjustments under section 1923.

“(iii)) ADMINISTRATIVE EXPENDITURES.—The total
expenditure amount described in this clause, with re-
spect to a supplemental allotment population group, is
the product of—

“I) the total amount of administrative ex-
penditures for which Federal financial participa-
tion was provided to the State under section
1903(a) (other than paragraphs (1) and (5) of such
section) for fiscal year 1995, and

“(II) the ratio described in clause (iv) for the
population group.

“(iv) RATIO DESCRIBED.—The ratio described in this
clause for a group is the ratio of—

“I) the total amount of expenditures de-
scribed in clause (ii) for the group, to

“II) the total amount of expenditures de-
scribed in such clause for all individuals under the
State plan under title XIX in the base fiscal year.

“(C) CPI INCREASE FACTOR.—In subparagraph (A), the
‘CPI increase factor’ for a fiscal year is the percentage by
which—

“(1) the Secretary’s estimate of the average value
of the consumer price index for all urban consumers
(all items, U.S. city average) for months in the fiscal
year, exceeds

“(1) the average value of such index for months in
the previous fiscal year.

“(D) SPECIAL RULES FOR CERTAIN MEDICARE BENE-
FICIARIES.—

“(i) QUALIFIED DISABLED AND WORKING INDIVID-
UALS.—In the case of the supplemental allotment pop-
ulation group described in paragraph (2)(F), the ‘appli-
cable per beneficiary amount’, for all States for a fiscal
year is the sum of the medicare premiums applied
under section 1818A for months in the fiscal year.

“(ii) OTHER MEDICARE BENEFICIARIES.—In the case
of the supplemental allotment population group de-
scribed in paragraph (2)(G), the ‘applicable per bene-
ficiary amount’, for all States for a fiscal year is the
sum of the medicare premiums applied under section
1839 for months in the fiscal year.

“(5) CONDITIONS FOR ACCESS TO UMBRELLA SUPPLEMENTAL
ALLOTMENT.—

“(A) IN GENERAL.—A State may receive a supple-
mental umbrella allotment under this subsection for a fis-
cal year only if the following conditions are met:

“(i) The State provides assurances satisfactory to
the Secretary that it will obligate during the fiscal
year the full amount of the allotment otherwise pro-
vided under this section for the fiscal year.

“(ii) The State provides assurances satisfactory to
the Secretary that any amount attributable to a carry-
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over from a previous fiscal year under subsection

(a)(2)(B) shall also be obligated under the plan by the

end of the fiscal year.

“(iii) The State submits to the Secretary on a peri-
odic basis such reports on numbers of individuals
within each supplemental allotment population group
as the Secretary may determine necessary to assure
the accuracy of the supplemental umbrella allotments
under this subsection. The Secretary may not require
the submission of such reports more frequently than
quarterly.

“(iv) The State provides assurances satisfactory to
the Secretary that it has in effect such data collection
procedures as may be necessary to provide for the re-
ports described in clause (iii).

“(B) ESTIMATE.—The amount of any supplemental al-
lotment under this subsection shall be estimated in ad-
vance of the fiscal year involved, based on data required
to be reported under subparagraph (A)(iii). The Secretary
is authorized to adjust such data on a preliminary basis if
the Secretary determines that the estimates do not reason-
ably reflect the actual excess number of individuals in the
supplemental allotment population groups for the fiscal
year involved. Section 1512(b)(6) provides for adjustment
of payments of the supplemental allotment under this sub-
section based on a final determination using data on ac-
tual numbers of individual in each supplemental allotment
population group.

“(6) ADJUSTMENT IN ALLOTMENT FOR SAVINGS FROM SLOW-
ER POPULATION GROWTH.—

“(A) IN GENERAL.—The amount of the supplemental
umbrella allotment to a State under this subsection for a
fiscal year shall be reduced (but not below zero) by the
sum, for each supplemental allotment population group de-
scribed in paragraph (2), of the product of the following:

“(i) LESS-THAN-ANTICIPATED NUMBER OF INDIVID-
UALS.—The less-than-anticipated number of individ-
uals (if any, determined under subparagraph (B)) for
State and the fiscal year who are in the population
group.

“(ii1) APPLICABLE PER BENEFICIARY AMOUNT.—The
applicable per beneficiary amount (determined under
paragraph (4)) for the State and fiscal year for the
population group.

“(iii) FMAP.—The old Federal medical assistance
percentage (as defined in section 1512(d)) for the State
and fiscal year.

“(B) LESS-THAN-ANTICIPATED NUMBER OF INDIVID-
UALS.—In this paragraph, the ‘less-than-anticipated num-
ber of individuals’, for a State for a fiscal year with respect
to a supplemental allotment population group, is equal to
the amount (if any) by which—
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“(1) the anticipated number of such individuals (as
determined under paragraph (3)(B)) for the State and
fiscal year in such group, exceeds

“(i1) the number of full-year equivalent individuals
in the population group for the State and fiscal year.

“(7T) SPECIAL RULE FOR FISCAL YEAR 1997.—In applying this
subsection to fiscal year 1997—

“(A) in determining the excess number of individuals
under paragraph (3)—

“(i) the number of full-year equivalent individuals
shall only be determined based on the portion of fiscal
year 1997 in which the State plan is in effect under
this title, and

“(ii) the anticipated number of such individuals
(referred to in paragraph (3)(A)(ii)) shall be the antici-
pated number otherwise determined multiplied by the
proportion of fiscal year 1997 in which such State plan
will be in effect; and
“(B) if the State plan is effective before April 1, 1997,

the amount of the supplemental allotment otherwise deter-

mined under this subsection shall be multiplied by the
ratio of the portion of fiscal year 1997 that occurs on or
after April 1, 1997, to the total portion of such fiscal year
in which the State plan is in effect.
“(h) ALLOTMENT FOR MEDICAL ASSISTANCE FOR SERVICES PRO-
VIDED IN INDIAN HEALTH SERVICE AND RELATED FACILITIES.—

“(1) IN GENERAL.—For purposes of this section for each of
fiscal years 1998 through 2002 in the case of a subsection (h)
supplemental allotment eligible State, the amount of the sup-
plemental allotment under this subsection is the amount pro-
vided under paragraph (2) for the State for that year. Such
amount may only be used for the purpose of providing medical
assistance described in section 1512(f)(3) (relating to services
provided by the Indian Health Service and related facilities).

“(2) SUPPLEMENTAL OUTLAY ALLOTMENT.—

“(A) IN GENERAL.—For purposes of paragraph (1), the
amount under this paragraph for a subsection (h) supple-
mental allotment eligible State for a fiscal year is equal to
the subsection (h) supplemental allotment ratio (as defined
in subparagraph (C)) multiplied by the subsection (h) sup-
plemental pool amount (specified in subparagraph (D)) for
the fiscal year.

“(B) SUBSECTION (h) SUPPLEMENTAL ALLOTMENT ELIGI-
BLE STATE.—In this subsection, the term °‘subsection (h)
supplemental allotment eligible State’ means a State that
has one or more facilities described in section 1512(f)(3)(A).

“(C) SuUBSECTION (h) SUPPLEMENTAL ALLOTMENT
RATIO.—In this paragraph, the °‘subsection (h) supple-
mental allotment ratio’ for a State is the ratio of—

“(1) the number of Indians residing in the State, to

“(i1) the sum of such numbers for all subsection (h)
supplemental allotment eligible States.



233

“(D) SUBSECTION (h) SUPPLEMENTAL POOL AMOUNT.—In
this paragraph, the °‘subsection (h) supplemental pool
amount’, for—

“@) fiscal year 1998 is $89,090,082,

“(i1) fiscal year 1999 is $94,238,788,

“(ii1) fiscal year 2000 is $99,685,050,

“(iv) fiscal year 2001 is $105,446,063, and
“(v) fiscal year 2002 is $111,540,017.

“(E) DETERMINATION OF NUMBER.—The number of In-
dians residing in a State under this paragraph for a fiscal
year shall be based on the most recent available estimate
of the Secretary of the Interior.

“(3) INDIAN DEFINED.—The term ‘Indian’ has the meaning
given such term in section 4(d) of the Indian Self-Determina-
tion and Education Assistance Act (25 U.S.C. 450b(d)).

“SEC. 1512. PAYMENTS TO STATES.

“(a) AMOUNT OF PAYMENT.—From the allotment of a State
under section 1511 for a fiscal year, subject to the succeeding provi-
sions of this title, the Secretary shall pay to each State which has
a State plan approved under part C, for each quarter in the fiscal
year—

“(1) an amount equal to the applicable Federal medical as-
sistance percentage (as defined in subsection (c)) of the total
amount expended during such quarter as medical assistance
under the plan; plus

“(2) an amount equal to the applicable Federal medical as-
sistance percentage of the total amount expended during such
quarter for medically-related services (as defined in section
1571(g)); plus

“(3) subject to section 1513(c)—

“(A) an amount equal to 90 percent of the amounts ex-
pended during such quarter for the design, development,
and installation of information systems and for providing
incentives to promote the enforcement of medical support
orders, plus

“(B) an amount equal to 75 percent of the amounts ex-
pended during such quarter for medical personnel, admin-
istrative support of medical personnel, operation and
maintenance of information systems, modification of infor-
mation systems, quality assurance activities, utilization re-
view, medical and peer review, anti-fraud activities, inde-
pendent evaluations, coordination of benefits, and meeting
reporting requirements under this title, plus

“(C) an amount equal to 50 percent of so much of the
remainder of the amounts expended during such quarter
as are expended by the State in the administration of the
State plan.

“(b) PAYMENT PROCESS.—

“(1) QUARTERLY ESTIMATES.—Prior to the beginning of each
quarter, the Secretary shall estimate the amount to which a
State will be entitled under subsection (a) for such quarter,
such estimates to be based on (A) a report filed by the State
containing its estimate of the total sum to be expended in such
quarter in accordance with the provisions of such subsections,
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and stating the amount appropriated or made available by the
State and its political subdivisions for such expenditures in
such quarter, and if such amount is less than the State’s pro-
portionate share of the total sum of such estimated expendi-
tures, the source or sources from which the difference is ex-
pected to be derived, and (B) such other investigation as the
Secretary may find necessary.

“(2) PAYMENT.—

“(A) IN GENERAL.—The Secretary shall then pay to the
State, in such installments as the Secretary may deter-
mine and in accordance with section 6503(a) of title 31,
United States Code, the amount so estimated, reduced or
increased to the extent of any overpayment or underpay-
ment which the Secretary determines was made under this
section (or section 1903) to such State for any prior quar-
ter and with respect to which adjustment has not already
been made wunder this subsection (or wunder section
1903(d)).

“(B) TREATMENT AS OVERPAYMENTS.—Expenditures for
which payments were made to the State under subsection
(a) shall be treated as an overpayment to the extent that
the State or local agency administering such plan has been
reimbursed for such expenditures by a third party pursu-
ant to the provisions of its plan in compliance with section
1555.

“(C) RECOVERY OF OVERPAYMENTS.—For purposes of
this subsection, when an overpayment is discovered, which
was made by a State to a person or other entity, the State
shall have a period of 60 days in which to recover or at-
tempt to recover such overpayment before adjustment is
made in the Federal payment to such State on account of
such overpayment. Except as otherwise provided in sub-
paragraph (D), the adjustment in the Federal payment
shall be made at the end of the 60 days, whether or not
recovery was made.

“D) NO ADJUSTMENT FOR UNCOLLECTABLES.—In any
case where the State is unable to recover a debt which rep-
resents an overpayment (or any portion thereof) made to
a person or other entity on account of such debt having
been discharged in bankruptcy or otherwise being un-
collectable, no adjustment shall be made in the Federal
payment to such State on account of such overpayment (or
portion thereof).

“(3) FEDERAL SHARE OF RECOVERIES.—The pro rata share
to which the United States is equitably entitled, as determined
by the Secretary, of the net amount recovered during any quar-
ter by the State or any political subdivision thereof with re-
spect to medical assistance furnished under the State plan
shall be considered an overpayment to be adjusted under this
subsection.

“(4) TIMING OF OBLIGATION OF FUNDS.—Upon the making
of any estimate by the Secretary under this subsection, any ap-
propriations available for payments under this section shall be
deemed obligated.
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“(5) DISALLOWANCES.—In any case in which the Secretary
estimates that there has been an overpayment under this sec-
tion to a State on the basis of a claim by such State that has
been disallowed by the Secretary under section 1116(d) or in
the case described in paragraph (6)(C), and such State disputes
such disallowance or an adjustment under such paragraph, the
amount of the Federal payment in controversy shall, at the op-
tion of the State, be retained by such State or recovered by the
Secretary pending a final determination with respect to such
payment amount. If such final determination is to the effect
that any amount was properly disallowed, and the State chose
to retain payment of the amount in controversy, the Secretary
shall offset, from any subsequent payments made to such State
under this title, an amount equal to the proper amount of the
disallowance plus interest on such amount disallowed for the
period beginning on the date such amount was disallowed and
ending on the date of such final determination at a rate (deter-
mined by the Secretary) based on the average of the bond
equivalent of the weekly 90-day treasury bill auction rates dur-
ing such period.

“(6) ADJUSTMENTS IN PAYMENTS REFLECTING OVER- AND
UNDER-ESTIMATIONS OF SUPPLEMENTAL UMBRELLA ALLOT-
MENT.—

“(A) IN GENERAL.—Based on data reported under sec-
tion 1511(g)(5)(A)(iii) and annual audits provided for under
section 1551(a) on the actual excess number of individuals
in each population group for a fiscal year, the Secretary
shall determine the final amount of the supplemental um-
brella allotment for each State for the fiscal year and
whether, based on such final amount, the amount of pay-
ment made for the fiscal year was greater, or less, than
the amount that should have been paid if payments had
been made based on such final amount.

“(B) PAYMENT IN CASE OF UNDERESTIMATION.—If the
Secretary determines under subparagraph (A) there was
an underpayment to a State, the Secretary shall increase
the amount of the next quarterly payment under this sec-
tion to the State by the amount of such underpayment.

“(C) OFFSETTING OF PAYMENTS IN CASE OF OVER-
ESTIMATION.—If the Secretary determines under subpara-
graph (A) there was an overpayment to a State, the Sec-
retary shall, subject to the procedures provided under
paragraph (5), decrease the amount of the payment for the
next quarter (or, at the discretion of the Secretary, over a
period of not more than 4 calendar quarters) by the
amount of such overpayment. In the case in which a State
seeks review of such a determination in accordance with
the procedures under paragraph (5), the Secretary shall
provide for completion of such review process within 1 year
after the date the State requests such review.

“(c) APPLICABLE FEDERAL MEDICAL ASSISTANCE PERCENTAGE
DEFINED.—In this section, except as provided in subsection (f), the
term ‘applicable Federal medical assistance percentage’ means,
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with respect to one of the 50 States or the District of Columbia, at
the State’s or District’s option—

“(1) the old Federal medical assistance percentage (as de-
termined in subsection (d));

“(2) the lesser of—

“(A) new Federal medical assistance percentage (as de-
termined under subsection (e)) or

“B) the old Federal medical assistance percentage
plus 10 percentage points; or

“(3) 60 percent.

“(d) OLD FEDERAL MEDICAL ASSISTANCE PERCENTAGE.—

“(1) IN GENERAL.—Except as provided in paragraph (2) and
subsection (f), the term ‘old Federal medical assistance percent-
age’ for any State is 100 percent less the State percentage; and
the State percentage is that percentage which bears the same
ratio to 45 percent as the square of the per capita income of
such State bears to the square of the per capita income of the
continental United States (including Alaska) and Hawaii.

“(2) LIMITATION ON RANGE.—In no case shall the old Fed-
eral medical assistance percentage be less than 50 percent or
more than 83 percent.

“(3) PROMULGATION.—The old Federal medical assistance
percentage for any State shall be determined and promulgated
in accordance with the provisions of section 1101(a)(8)(B).

“(e) NEw FEDERAL MEDICAL ASSISTANCE PERCENTAGE DE-
FINED.—

“(1) IN GENERAL.—

“(A) TERM DEFINED.—Except as provided in paragraph

(3) and subsection (f), the term ‘new Federal medical as-

sistance percentage’ means, for each of the 50 States and

the District of Columbia, 100 percent reduced by the prod-
uct 0.39 and the ratio of—

“(1)(I) for each of the 50 States, the total taxable
resources (TTR) ratio of the State specified in subpara-
graph (B), or

“(II) for the District of Columbia, the per capita
income ratio specified in subparagraph (C),

to—

“(i1) the aggregate expenditure need ratio of the
State or District, as described in subparagraph (D).
“(B) TOTAL TAXABLE RESOURCES (TTR) RATIO.—For pur-

poses of subparagraph (A)i)(I), the total taxable resources

(TTR) ratio for each of the 50 States is—

“(1) an amount equal to the most recent 3-year av-
erage of the total taxable resources (TTR) of the State,
as determined by the Secretary of the Treasury, di-
vided by

“(ii) an amount equal to the sum of the 3-year
averages determined under clause (i) for each of the 50
States.

“(C) PER CAPITA INCOME RATIO.—For purposes of sub-
paragraph (A)G)(II), the per capita income ratio of the Dis-
trict of Columbia is—
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“(i) an amount equal to the most recent 3-year av-
erage of the total personal income of the District of Co-
lumbia, as determined in accordance with the provi-
sions of section 1101(a)(8)(B), divided by

“(ii) an amount equal to the total personal income
of the continental United States (including Alaska)
and Hawaii, as determined under section
1101(a)(8)(B).

“(D) AGGREGATE EXPENDITURE NEED RATIO.—For pur-
poses of subparagraph (A), with respect to each of the 50
States and the District of Columbia for a fiscal year, the
aggregate expenditure need ratio is—

“(i) the State aggregate expenditure need (as de-
fined in section 1511(d)) for the State for the fiscal
year, divided by

“(i1) the sum of such State aggregate expenditure
needs for the 50 States and the District of Columbia
for the fiscal year.

“(2) LIMITATION ON RANGE.—Except as provided in sub-
section (f), the new Federal medical assistance percentage shall
in no case be less than 40 percent or greater than 83 percent.

“(3) PROMULGATION.—The new Federal medical assistance
percentage for any State shall be promulgated in a timely
manner consistent with the promulgation of the old Federal
medical assistance percentage under section 1101(a)(8)(B).

“(f) SPECIAL RULES.—For purposes of this title:

“(1) COMMONWEALTHS AND TERRITORIES.—In the case of
Puerto Rico, the Virgin Islands, Guam, the Northern Mariana
Islands, and American Samoa, the old and new Federal medi-
cal assistance percentages are 50 percent.

“(2) ALASKA.—In the case of Alaska, the old Federal medi-
cal assistance percentage is that percentage which bears the
same ratio to 45 percent as the square of the adjusted per cap-
ita income of such State bears to the square of the per capita
income of the continental United States. For purposes of the
preceding sentence, the adjusted per capita income for Alaska
shall be determined by dividing the State’s most recent 3-year
average per capita by the health care cost index for such State
(as determined under section 1511(d)(3)).

“(3) INDIAN HEALTH SERVICE AND RELATED FACILITIES.—
The old and new Federal medical assistance percentages shall
be 100 percent with respect to the amounts expended as medi-
cal assistance for services provided by—

“(A) an Indian Health Service facility;

“(B) an Indian health program operated by an Indian
tribe or tribal organization (as defined in section 4 of the
Indian Health Care Improvement Act) pursuant to a con-
tract, grant, cooperative agreement, or compact with the
Indian Health Service under the Indian Self-Determina-
tion Act; or

“(C) an urban Indian health program operated by an
urban Indian organization pursuant to a grant or contract
with the Indian Health Service under title V of the Indian
Health Care Improvement Act.
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“(4) NO STATE MATCHING REQUIRED FOR CERTAIN EXPENDI-
TURES.—In applying subsection (a)(1) with respect to medical
assistance provided to unlawful aliens pursuant to the excep-
tion specified in section 1513(f)(2), payment shall be made for
the amount of such assistance without regard to any need for
a State match.

“(5) SPECIAL TRANSITIONAL RULE.—

“(A) IN GENERAL.—Notwithstanding subsection (a), in
order to receive the full State outlay allotment described
in section 1511(c)(3)(C)(i), a State described in subpara-
graph (C) shall expend State funds in a fiscal year (before
fiscal year 2000) under a State plan under this title in an
amount not less than the adjusted base year State expend-
itures, plus the applicable percentage of the difference be-
tween such expenditures and the amount necessary to
qualify for the full State outlay allotment so described in
such fiscal year as determined under this section without
regard to this paragraph.

“(B) REDUCTION IN ALLOTMENT IF EXPENDITURE NOT
MET.—In the event a State described in subparagraph (C)
fails to expend State funds in an amount required by sub-
paragraph (A) for a fiscal year, the outlay allotment de-
scribed in section 1511(c)(3)(C)(i) for such year for such
State shall be reduced by an amount which bears the same
ratio to such outlay allotment as the State funds expended
in such fiscal year bears to the amount required by sub-
paragraph (A).

“(C) ADJUSTED BASE YEAR STATE EXPENDITURES.—For
purposes of this paragraph, the term ‘adjusted base year
State expenditures’ means, for Louisiana, $355,000,000.

“(D) APPLICABLE PERCENTAGE.—For purposes of this
paragraph, the applicable percentage for a fiscal year is
specified in the following table:

Applicable

“Fiscal year: Percentage:
1996 20
1997 40
1998 60
1999 80.

“(6) TREATMENT OF EXPENDITURES ATTRIBUTABLE TO UM-
BRELLA FUND.—The ‘applicable Federal medical assistance per-
centage’ with respect to amounts attributable to supplemental
amounts described in section 1511(g), is the old Federal medi-
cal assistance percentage.

“(g) UsE oF LocAL FUNDS.—

“(1) IN GENERAL.—Subject to paragraph (2), a State may
use local funds to meet the non-Federal share of the expendi-
tures under the State plan with respect to which payments
may be made under this section.

“(2) LiMITATION.—For any fiscal year local funds may not
exceed 40 percent of the total of the non-Federal share of such
expenditures for the fiscal year.

“(h) PERMITTING INTER-GOVERNMENTAL FUNDS TRANSFERS.—
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“(1) IN GENERAL.—Public funds, as defined in paragraph
(2), may be considered as the State’s share in determining
State financial participation under this title.

“(2) PUBLIC FUNDS DEFINED.—For purposes of this sub-
section, the term ‘public funds’ means funds—

“(A) that are—

“(i) appropriated directly to the State or to the
local agency administering the State plan under this
title, or transferred from other public agencies (includ-
ing Indian tribes) to the State or local agency and
under its administrative control, or

“(ii) certified by the contributing public agency as
representing expenditures eligible for Federal financial
participation under this title; and
“B) that—

“(i) are not Federal funds, or

“(i1) are Federal funds authorized by Federal law
to be used to match other Federal funds.

“(i) APPLICATION OF PROVIDER TAX AND DONATION RESTRIC-
TIONS.—

“(1) IN GENERAL.—Subject to paragraph (2), the provisions
of section 1903(w) (as in effect on June 1, 1996) shall apply
under this title in the same manner as they applied under title
XIX (as of such date).

“(2) WAIVER AUTHORITY.—Beginning 2 years after the date
of the enactment of this title, the Secretary, taking into ac-
count the report submitted under section 1513(j)(2), may
waive, upon the application of a State, paragraph (1) as it ap-
plies in that State if the Secretary determines that the waiver
would not financially undermine the program under this title
and would not otherwise be abusive.

“SEC. 1513. LIMITATION ON USE OF FUNDS; DISALLOWANCE.

“(a) IN GENERAL.—Funds provided to a State under this title
shall only be used to carry out the purposes of this title.

“(b) DISALLOWANCES FOR EXCLUDED PROVIDERS.—

“(1) IN GENERAL.—Payment shall not be made to a State
under this part for expenditures for items and services fur-
nished—

“(A) by a provider who was excluded from participa-
tion under title V, XVIII, or XX or under this title pursu-
ant to section 1128, 1128A, 1156, or 1842(j)(2), or

“(B) under the medical direction or on the prescription
of a physician who was so excluded, if the provider of the
services knew or had reason to know of the exclusion.

“(2) EXCEPTION FOR EMERGENCY SERVICES.—Paragraph (1)
shall not apply to emergency items or services, not including
hospital emergency room services.

“(c) LIMITATIONS ON PAYMENTS FOR MEDICALLY-RELATED SERV-
ICES AND ADMINISTRATIVE EXPENSES.—

“(1) IN GENERAL.—No Federal financial assistance is avail-
able for expenditures under the State plan for—

“(A) medically-related services for a quarter to the ex-
tent such expenditures exceed 5 percent of the total ex-
penditures under the plan for the quarter, or
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“(B) total administrative expenses (other than ex-
penses described in paragraph (2) during the first 8 quar-
ters in which the plan is in effect under this title) for quar-
ters in a fiscal year to the extent such expenditures exceed
the sum of $20,000,000 plus 10 percent of the total expend-
itures under the plan for the year.

“(2) ADMINISTRATIVE EXPENSES NOT SUBJECT TO LIMITA-
TION.—The administrative expenses referred to in this para-
graph are expenditures under the State plan for the following
activities:

“(A) Quality assurance.

“(B) The development and operation of the certification
program for nursing facilities and intermediate care facili-
ties for the mentally retarded under section 1557.

“(C) Utilization review activities, including medical ac-
tivities and activities of peer review organizations.

“D) Inspection and oversight of providers and
capitated health care organizations.

“(E) Anti-fraud activities.

“(F) Independent evaluations.

“(G) Activities required to meet reporting require-
ments under this title.

“(d) TREATMENT OF THIRD PARTY LIABILITY.—No payment shall
be made to a State under this part for expenditures for medical as-
sistance provided for an individual under its State plan to the ex-
tent that a private insurer (as defined by the Secretary by regula-
tion and including a group health plan (as defined in section 607(1)
of the Employee Retirement Income Security Act of 1974), a service
benefit plan, and a health maintenance organization) would have
been obligated to provide such assistance but for a provision of its
insurance contract which has the effect of limiting or excluding
such obligation because the individual is eligible for or is provided
medical assistance under the plan.

“(e) SECONDARY PAYER PrOVISIONS.—Except as otherwise pro-
vided by law, no payment shall be made to a State under this part
for expenditures for medical assistance provided for an individual
under its State plan to the extent that payment has been made or
can reasonably be expected to be made promptly (as determined in
accordance with regulations) under any other federally operated or
financed health care insurance program, other than an insurance
program operated or financed by the Indian Health Service, as
identified by the Secretary. For purposes of this subsection, rules
similar to the rules for overpayments under section 1512(b) shall
apply.

“(f) LIMITATION ON PAYMENTS FOR SERVICES TO NONLAWFUL
ALIENS.—

“(1) IN GENERAL.—Notwithstanding the preceding provi-
sions of this section, except as provided in paragraph (2), no
payment may be made to a State under this part for medical
assistance furnished to an alien who is not lawfully admitted
for permanent residence or otherwise permanently residing in
the United States under color of law.
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“(2) EXCEPTION.—Payment may be made under this section
for care and services that are furnished to an alien described
in paragraph (1) only if—

“(A) such care and services are necessary for the treat-
ment of an emergency medical condition of the alien (or,
at the option of the State, for prenatal care),

“(B) such alien otherwise meets the eligibility require-
ments for medical assistance under the State plan (other
than a requirement of the receipt of aid or assistance
under title IV, supplemental security income benefits
under title XVI, or a State supplementary payment), and

“(C) such care and services are not related to an organ
transplant procedure.

“(3) EMERGENCY MEDICAL CONDITION DEFINED.—For pur-
poses of this subsection, the term ‘emergency medical condi-
tion’” means a medical condition (including emergency labor
and delivery) manifesting itself by acute symptoms of sufficient
severity (including severe pain) such that the absence of imme-
diate medical attention could reasonably be expected to result
in—

“(A) placing the patient’s health in serious jeopardy,

“(B) serious impairment to bodily functions, or

“(C) serious dysfunction of any bodily organ or part.

“(g) LIMITATION ON PAYMENT FOR CERTAIN OUTPATIENT PRE-
SCRIPTION DRUGS.—

“(1) IN GENERAL.—No payment may be made to a State
under this part for medical assistance for covered outpatient
drugs (as defined in section 1575(i)(2)) of a manufacturer pro-
vided under the State plan unless the manufacturer (as de-
fined in section 1575(i)(4)) of the drug—

“(A) has entered into a master rebate agreement with
the Secretary under section 1575,

“(B) is otherwise complying with the provisions of such
section,

“(C) subject to paragraph (4), is complying with the
provisions of section 8126 of title 38, United States Code,
including the requirement of entering into a master agree-
ment with the Secretary of Veterans Affairs under such
section, and

“(D) subject to paragraph (4), is complying with the
provisions of section 340B of the Public Health Service Act,
including the requirement of entering into an agreement
with the Secretary under such section.

“(2) CONSTRUCTION.—Nothing in this subsection shall be
construed as requiring a State to participate in the master re-
bate agreement under section 1575.

“(3) EFFECT OF SUBSEQUENT AMENDMENTS.—For purposes
of subparagraphs (C) and (D) of paragraph (1), in determining
whether a manufacturer is in compliance with the require-
ments of section 8126 of title 38, United States Code, or section
340B of the Public Health Service Act—

“(A) the Secretary shall not take into account any
amendments to such sections that are enacted after the
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enactment of title VI of the Veterans Health Care Act of

1992, and

“(B) a manufacturer is deemed to meet such require-
ments if the manufacturer establishes to the satisfaction of
the Secretary that the manufacturer would comply (and
has offered to comply) with the provisions of such sections
(as in effect immediately after the enactment of the Veter-
ans Health Care Act of 1992) and would have entered into
an agreement under such section (as such section was in
effect at such time), but for a legislative change in such
section after the date of the enactment of the Veterans
Health Care Act of 1992.

“(4) EFFECT OF ESTABLISHMENT OF ALTERNATIVE MECHA-
NISM UNDER PUBLIC HEALTH SERVICE ACT.—If the Secretary
does not establish a mechanism to ensure against duplicate
discounts or rebates under section 340B(a)(5)(A) of the Public
Health Service Act within 12 months of the date of the enact-
ment of such section, the following requirements shall apply:

“(A) Each covered entity under such section shall in-
form the State when it is seeking reimbursement from the
State plan for medical assistance with respect to a unit of
any covered outpatient drug which is subject to an agree-
ment under section 340B(a) of such Act.

“(B) Each such State shall provide a means by which
such an entity shall indicate on any drug reimbursement
claims form (or format, where electronic claims manage-
ment is used) that a unit of the drug that is the subject
of the form is subject to an agreement under section 340B
of such Act, and not submit to any manufacturer a claim
for a rebate payment with respect to such a drug.

“(h) LIMITATION ON PAYMENT FOR ABORTIONS.—

“(1) IN GENERAL.—Payment shall not be made to a State
under this part for any amount expended under the State plan
to pay for any abortion or to assist in the purchase, in whole
or in part, of health benefit coverage that includes coverage of
abortion.

“(2) EXcEPTION.—Paragraph (1) shall not apply to an abor-
tion—

“(A) if the pregnancy is the result of an act of rape or
incest, or

“(B) in the case where a woman suffers from a phys-
ical disorder, illness, or injury that would, as certified by
a physician, place the woman in danger of death unless an
abortion is performed.

“(1) LIMITATION ON PAYMENT FOR ASSISTING DEATHS.—Payment

shall not be made to a State under this part for amounts expended
under the State plan to pay for, or to assist in the purchase, in
whole or in part, of health benefit coverage that includes payment
for any drug, biological product, or service which was furnished for
the purpose of causing, or assisting in causing, the death, suicide,
euthanasia, or mercy killing of a person.

“(j) STUDY AND REPORT ON STATE FUNDING.—
“(1) StunpY.—The Comptroller General shall provide for a
study of the methods by which States provide for financing
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their share of expenditures under this title. Such study shall
include an examination of the use of provider taxes and dona-
tions, as well as intergovernmental transfers.

“(2) REPORT.—Not later than 2 years after the date of the
enactment of this title, the Comptroller General shall submit
to Congress a report on such study. The report shall include
such recommendations as the Comptroller General deems ap-
propriate.

“PART C—ESTABLISHMENT AND AMENDMENT OF STATE PLANS

“SEC. 1521. DESCRIPTION OF STRATEGIC OBJECTIVES AND PERFORM-
ANCE GOALS.

“(a) DESCRIPTION.—A State plan shall include a description of
the strategic objectives and performance goals the State has estab-
lished for providing health care services to low-income populations
under this title, including a general description of the manner in
which the plan is designed to meet these objectives and goals.

“(b) CERTAIN OBJECTIVES AND GOALS REQUIRED.—A State plan
shall include strategic objectives and performance goals relating to
rates of childhood immunizations, reductions in infant mortality
and morbidity, and access to services for children with special
health care needs (as defined by the State).

“(c) CONSIDERATIONS.—In specifying these objectives and goals
the State may consider factors such as the following:

“(1) The State’s priorities with respect to providing assist-
ance to low-income populations.

“(2) The State’s priorities with respect to the general pub-
lic health and the health status of individuals eligible for as-
sistance under the State plan.

“(3) The State’s financial resources, the particular eco-
nomic conditions in the State, and relative adequacy of the
health care infrastructure in different regions of the State.

“(d) PERFORMANCE MEASURES.—To the extent practicable—

“(1) one or more performance goals shall be established by
the State for each strategic objective identified in the State
plan; and

“(2) the State plan shall describe, how program perform-
ance will be—

“(A) measured through objective, independently verifi-
able means, and

“(B) compared against performance goals, in order to
determine the State’s performance under this title.

“(e) PERIOD COVERED.—

“(1) STRATEGIC OBJECTIVES.—The strategic objectives shall
cover a period of not less than 5 years and shall be updated
and revised at least every 3 years.

“(2) PERFORMANCE GOALS.—The performance goals shall be
established for dates that are not more than 3 years apart.

“SEC. 1522. ANNUAL REPORTS.

“(a) IN GENERAL.—In the case of a State with a State plan that
is in effect for part or all of a fiscal year, no later than March 31
following such fiscal year the State shall prepare and submit to the
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Secretary and the Congress a report on program activities and per-
formance under this title for such fiscal year.

“(b) CONTENTS.—Each annual report under this section for a
fiscal year shall include the following:

“(1) EXPENDITURE AND BENEFICIARY SUMMARY.—

“(A) INITIAL SUMMARY.—For the report for fiscal year
1997, a summary of all expenditures under the State plan
during the fiscal year as follows:

“(1) Aggregate medical assistance expenditures,
disaggregated to the extent required to determine
compliance with the set-aside requirement of section
1502(c) and to determine the program need of the
State under section 1511(d)(2).

“(ii) For each general category of eligible individ-
uals (specified in subsection (c¢)(1)), aggregate medical
assistance expenditures and the total and average
number of eligible individuals under the State plan.

“(ii1) By each general category of eligible individ-
uals, total expenditures for each of the categories of
health care items and services (specified in subsection
(c)(2)) which are covered under the State plan and pro-
vided on a fee-for-service basis.

“(iv) By each general category of eligible individ-
uals, total expenditures for payments to capitated
health care organizations (as defined in section
1504(c)(1)).

“(v) Total administrative expenditures.

“(B) SUBSEQUENT SUMMARIES.—For reports for each
succeeding fiscal year, a summary of—

“(1) all expenditures under the State plan, and

“(i1) the total and average number of eligible indi-
viduals under the State plan for each general category
of eligible individuals.

“(2) UTILIZATION SUMMARY.—

“(A) INITIAL SUMMARY.—For the report for fiscal year
1997, summary statistics on the utilization of health care
services under the State plan during the year as follows:

“(1) For each general category of eligible individ-
uals and for each of the categories of health care items
and services which are covered under the State plan
and provided on a fee-for-service basis, the number
and percentage of persons who received such a type of
service or item during the period covered by the re-
port.

“(ii) Summary of health care utilization data re-
ported to the State by capitated health care organiza-
tions.

“(B) SUBSEQUENT SUMMARIES.—For reports for each
succeeding fiscal year, summary statistics on the utiliza-
tion of health care services under the State plan.

“(3) ACHIEVEMENT OF PERFORMANCE GOALS.—With respect
to each performance goal established under section 1521 and
applicable to the year involved—

“(A) a brief description of the goal,
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“(B) a description of the methods to be used to meas-
ure the attainment of such goal;

“(C) data on the actual performance with respect to
the goal;

“D) a review of the extent to which the goal was
achieved, based on such data; and

“(E) if a performance goal has not been met—

“(1) why the goal was not met, and

“(i1) actions to be taken in response to such per-
formance, including adjustments in performance goals
or program activities for subsequent years.

“(4) PROGRAM EVALUATIONS.—A summary of the findings of
evaluations under section 1523 completed during the fiscal
year covered by the report.

“(5) FRAUD AND ABUSE AND QUALITY CONTROL ACTIVITIES.—
A general description of the State’s activities under part D to
detect and deter fraud and abuse and to assure quality of serv-
ices provided under the program.

“(6) PLAN ADMINISTRATION.—

“(A) A description of the administrative roles and re-
sponsibilities of entities in the State responsible for admin-
istration of this title.

“(B) Organizational charts for each entity in the State
primarily responsible for activities under this title.

“(C) A brief description of each interstate compact (if
any) the State has entered into with other States with re-
spect to activities under this title.

“D) General citations to the State statutes and ad-
ministrative rules governing the State’s activities under
this title.

“(c) DESCRIPTION OF CATEGORIES.—In this section:

“(1) GENERAL CATEGORIES OF ELIGIBLE INDIVIDUALS.—Each
of the following is a general category of eligible individuals:

“(A) Pregnant women.

“(B) Children.

“(C) Blind or disabled adults who are not elderly indi-
viduals.

“(D) Elderly individuals.

“(E) Other adults.

“(2) CATEGORIES OF HEALTH CARE ITEMS AND SERVICES.—
The health care items and services described in each para-
graph of section 1571(a) shall be considered a separate cat-
egory of health care items and services.

“SEC. 1523. PERIODIC, INDEPENDENT EVALUATIONS.

“(a) IN GENERAL.—During fiscal year 1999 and every third fis-
cal year thereafter, each State shall provide for an evaluation of
the operation of its State plan under this title.

“(b) INDEPENDENT.—Each such evaluation with respect to an
activity under the State plan shall be conducted by an entity that
is neither responsible under State law for the submission of the
State plan (or part thereof) nor responsible for administering (or
supervising the administration of) the activity. If consistent with
the previous sentence, such an entity may be a college or univer-
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sity, a State agency, a legislative branch agency in a State, or an
independent contractor.

“(c) RESEARCH DESIGN.—Each such evaluation shall be con-
ducted in accordance with a research design that is based on gen-
erally accepted models of survey design and sampling and statis-
tical analysis.

“SEC. 1524. E{]%%%RIPTION OF PROCESS FOR STATE PLAN DEVELOP-

“Each State plan shall include a description of the process
under which the plan shall be developed and implemented in the
State (consistent with section 1525).

“SEC. 1525. CONSULTATION IN STATE PLAN DEVELOPMENT.

“(a) PuBLIiCc NOTICE PROCESS.—Before submitting a State plan
or a plan amendment described in subsection (c¢) to the Secretary
under this part, a State shall provide—

“(1) public notice respecting the submittal of the proposed
plan or amendment, including a general description of the plan
or amendment,

“(2) a means for the public to inspect or obtain a copy (at
reasonable charge) of the proposed plan or amendment,

“(3) an opportunity for submittal and consideration of pub-
lic comments on the proposed plan or amendment, and

“(4) for consultation with one or more advisory committees
established and maintained by the State.

The previous sentence shall not apply to a revision of a State plan
(or revision of an amendment to a plan) made by a State under sec-
tion 1529(c)(1) or to a plan amendment withdrawal described in
section 1529(c)(4).

“(b) CONTENTS OF NOTICE.—A notice under subsection (a)(1) for
a proposed plan or amendment shall include a description of—

“(1) the general purpose of the proposed plan or amend-
ment (including applicable effective dates),

“(2) where the public may inspect the proposed plan or
amendment,

“(3) how the public may obtain a copy of the proposed plan
or (filmendment and the applicable charge (if any) for the copy,
an

“(4) how the public may submit comments on the proposed
plan or amendment, including any deadlines applicable to con-
sideration of such comments.

“(c) AMENDMENTS DESCRIBED.—An amendment to a State plan
described in this subsection is an amendment which makes a mate-
rial and substantial change in eligibility under the State plan or
the benefits provided under the plan.

“(d) PuUBLICATION.—Notices under this section may be pub-
lished (as selected by the State) in one or more daily newspapers
of general circulation in the State or in any publication used by the
State to publish State statutes or rules.

“(e) COMPARABLE PROCESS.—A separate notice, or notices, shall
not be required under this section for a State if notice of the State
plan or an amendment to the plan will be provided under a process
specified in State law that is substantially equivalent to the notice
process specified in this section.
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“SEC. 1526. SUBMITTAL AND APPROVAL OF STATE PLANS.

“(a) SUBMITTAL.—As a condition of receiving funding under
part B, each State shall submit to the Secretary a State plan that
meets the applicable requirements of this title.

“(b) ApPrROVAL.—Except as the Secretary may provide under
section 1529 (including subsection (b) relating to noncompliance
with required guarantees), a State plan submitted under sub-
section (a)—

“(1) shall be approved for purposes of this title, and

“(2) shall be effective beginning on a date that is specified
in the plan, but in no case earlier than 60 days after the date
the plan is submitted.

“(c) CONSTRUCTION.—Nothing in this section shall be construed
as prohibiting a State from submitting a State plan that includes
the coverage and benefits (including those provided under a waiver
granted under section 1115) of its State plan under title XIX (as
in effect as of the date of the enactment of the Medicaid Restruc-
turing Act of 1996), so long as such plan complies with the applica-
ble requirements of this title, including the guarantees under sec-
tion 1501, and remains subject to the funding provisions of section
1511.

“SEC. 1527. SUBMITTAL AND APPROVAL OF PLAN AMENDMENTS.

“(a) SUBMITTAL OF AMENDMENTS.—A State may amend, in
whole or in part, its State plan at any time through transmittal of
a plan amendment under this section.

“(b) APPROVAL.—Except as the Secretary may provide under
section 1529 (including subsection (b) relating to noncompliance
with required guarantees), an amendment to a State plan submit-
ted under subsection (a)—

“(1) shall be approved for purposes of this title, and

“(2) shall be effective as provided in subsection (c).

“(c) EFFECTIVE DATES FOR AMENDMENTS.—

“(1) IN GENERAL.—Subject to the succeeding provisions of
this subsection, an amendment to a State plan shall take effect
on one or more effective dates specified in the amendment.

“(2) AMENDMENTS RELATING TO ELIGIBILITY OR BENEFITS.—
Except as provided in paragraph (4)—

“(A) NOTICE REQUIREMENT.—Any plan amendment
that eliminates or restricts eligibility or benefits under the
plan may not take effect unless the State certifies that it
has provided prior or contemporaneous public notice of the
change, in a form and manner provided under applicable
State law.

“(B) TIMELY TRANSMITTAL.—Any plan amendment that
eliminates or restricts eligibility or benefits under the plan
shall not be effective for longer than a 60-day period un-
less the amendment has been transmitted to the Secretary
before the end of such period.

“(3) OTHER AMENDMENTS.—Subject to paragraph (4), any
plan amendment that is not described in paragraph (2) be-
comes effective in a State fiscal year may not remain in effect
after the end of such fiscal year (or, if later, the end of the 90-
day period on which it becomes effective) unless the amend-
ment has been transmitted to the Secretary.



248

“(4) EXCEPTION.—The requirements of paragraphs (2) and
(3) shall not apply to a plan amendment that is submitted on
a timely basis pursuant to a court order or an order of the Sec-
retary.

“SEC. 1528. PROCESS FOR STATE WITHDRAWAL FROM PROGRAM.

“(a) IN GENERAL.—A State may rescind its State plan and dis-
continue participation in the program under this title at any time
after providing—

“(1) the public with 90 days prior notice in a publication
in one or more daily newspapers of general circulation in the
State or in any publication used by the State to publish State
statutes or rules, and

“(2) the Secretary with 90 days prior written notice.

“(b) EFFECTIVE DATE.—Such discontinuation shall not apply to
payments under part B for expenditures made for items and serv-
ices furnished under the State plan before the effective date of the
discontinuation.

“(c) PRORATION OF ALLOTMENTS.—In the case of any with-
drawal under this section other than at the end of a Federal fiscal
year, notwithstanding any provision of section 1511 to the contrary,
the Secretary shall provide for such appropriate proration of the
application of allotments under section 1511 as is appropriate.

“SEC. 1529. SANCTIONS FOR NONCOMPLIANCE.

“(a) PrRoMPT REVIEW OF PLAN SUBMITTALS.—The Secretary
shall promptly review State plans and plan amendments submitted
under this part to determine if they substantially comply with the
requirements of this title.

“(b) DETERMINATIONS OF NONCOMPLIANCE WITH CERTAIN GUAR-
ANTEES.—

“(1) AT TIME OF PLAN OR AMENDMENT SUBMITTAL.—If the
Secretary determines that a State plan or plan amendment
submitted under this part violates the guarantees of coverage
and benefits under subsections (a) and (b) of section 1501, the
Secretary shall notify the State in writing of such determina-
tion and shall issue an order specifying that the plan or
amendment, insofar as it is in violation with such requirement,
shall not be effective, except as provided in subsection (d), as
of the date specified in the order.

“(2) VIOLATIONS IN ADMINISTRATION OF PLAN.—If the Sec-
retary determines, after reasonable notice and opportunity for
a hearing for the State, that in the administration of a State
plan there is a violation of guarantee of coverage and benefits
under subsection (a) or (b) of section 1501, the Secretary shall
provide the State with written notice of the determination and
with an order to remedy such violation. Such an order shall be-
come effective prospectively, as specified in the order, after the
date of receipt of such written notice. Such an order may in-
clude the withholding of funds, consistent with subsection (g),
for parts of the State plan affected by such violation, until the
Secretary is satisfied that the violation has been corrected.

“(3) CONSULTATION WITH STATE.—Before making a deter-
mination adverse to a State under this section, the Secretary
shall—
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“(A) reasonably consult with the State involved,

“(B) offer the State a reasonable opportunity to clarify
the submission and submit further information to substan-
tiate compliance with the requirements of subsections (a)
and (b) of section 1501, and

“(C) reasonably consider any such clarifications and
information submitted.

“(4) JUSTIFICATION OF ANY INCONSISTENCIES IN DETERMINA-
TIONS.—If the Secretary makes a determination under this sec-
tion that is, in whole or in part, inconsistent with any previous
determination issued by the Secretary under this title, the Sec-
retary shall include in the determination a detailed expla-
nation and justification for any such difference.

“(c) DETERMINATIONS OF OTHER SUBSTANTIAL NONCOMPLI-
ANCE.—

“(1) AT TIME OF PLAN OR AMENDMENT SUBMITTAL.—

“(A) IN GENERAL.—If the Secretary, during the 30-day
period beginning on the date of submittal of a State plan
or plan amendment—

“(1) determines that the plan or amendment sub-
stantially violates (within the meaning of paragraph

(5)) a requirement of this title, and

“(i1) provides written notice of such determination
to the State,

the Secretary shall issue an order specifying that the plan
or amendment, insofar as it is in substantial violation of
such a requirement, shall not be effective, except as pro-
vided in subsection (d), beginning at the end of a period of
not less than 30 days (or 120 days in the case of the initial
submission of the State plan) specified in the order begin-
ning on the date of the notice of the determination.

“(B) EXTENSION OF TIME PERIODS.—The time periods
specified in subparagraph (A) may be extended by written
agreement of the Secretary and the State involved.

“(2) VIOLATIONS IN ADMINISTRATION OF PLAN.—

“(A) IN GENERAL.—If the Secretary determines, after
reasonable notice and opportunity for a hearing for the
State, that in the administration of a State plan there is
a substantial violation of a requirement of this title, the
Secretary shall provide the State with written notice of the
determination and with an order to remedy such violation.
Such an order shall become effective prospectively, as spec-
ified in the order, after the date of receipt of such written
notice. Such an order may include the withholding of
funds, consistent with subsection (g), for parts of the State
plan affected by such violation, until the Secretary is satis-
fied that the violation has been corrected.

“(B) EFFECTIVENESS.—If the Secretary issues an order
under paragraph (1), the order shall become effective, ex-
cept as provided in subsection (d), beginning at the end of
a period (of not less than 30 days) specified in the order
beginning on the date of the notice of the determination to
the State.
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“(C) TIMELINESS OF DETERMINATIONS RELATING TO RE-
PORT-BASED COMPLIANCE.—The Secretary shall make de-
terminations under this paragraph respecting violations
relating to information contained in an annual report
under section 1522, an independent evaluation under sec-
tion 1523, or an audit report under section 1551 not later
than 30 days after the date of transmittal of the report or
evaluation to the Secretary.

“(3) CONSULTATION WITH STATE.—Before making a deter-
mination adverse to a State under this section, the Secretary
shall (within any time periods provided under this section)—

“(A) reasonably consult with the State involved,

“(B) offer the State a reasonable opportunity to clarify
the submission and submit further information to substan-
tiate compliance with the requirements of this title, and

“(C) reasonably consider any such clarifications and
information submitted.

“(4) JUSTIFICATION OF ANY INCONSISTENCIES IN DETERMINA-
TIONS.—If the Secretary makes a determination under this sec-
tion that is, in whole or in part, inconsistent with any previous
determination issued by the Secretary under this title, the Sec-
retary shall include in the determination a detailed expla-
nation and justification for any such difference.

“(5) SUBSTANTIAL VIOLATION DEFINED.—For purposes of
this title, a State plan (or amendment to such a plan) or the
administration of the State plan is considered to ‘substantially
violate’ a requirement of this title if a provision of the plan or
amendment (or an omission from the plan or amendment) or
the administration of the plan—

“(A) is material and substantial in nature and effect,
and

“(B) is inconsistent with an express requirement of
this title.

A failure to meet a strategic objective or performance goal (as
described in section 1521) shall not be considered to substan-
tially violate a requirement of this title.

“(6) RELATION TO OTHER PROVISION.—This subsection shall
not apply to violation of a requirement of subsection (a) or (b)
of section 1501.

“(d) STATE RESPONSE TO ORDERS.—

“(1) STATE RESPONSE BY REVISING PLAN.—

“(A) IN GENERAL.—Insofar as an order under sub-
section (b)(1) or (c)(1) relates to a violation by a State plan
or plan amendment, a State may respond (before the date
the order becomes effective) to such an order by submitting
a written revision of the State plan or plan amendment to
comply with the requirements of this title.

“(B) REVIEW OF REVISION.—In the case of submission
of such a revision, the Secretary shall promptly review the
submission and shall, in the case of an order under sub-
section (c)(1), withhold any action on the order during the
period of such review.

“(C) SECRETARIAL RESPONSE.—
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“(i) ORDERS RELATING TO GUARANTEES.—In the
case of a revision submitted in response to an order
under subsection (b)(1), the revision shall not be con-
sidered to have corrected the deficiency unless the Sec-
retary determines and notifies the State that the State
plan or amendment, as proposed to be revised com-
plies with the requirements of subsections (a) and (b)
of section 1501. If the Secretary determines that the
revision does not correct the deficiency, the Secretary
shall notify the State in writing of such determination
and the State may respond by seeking reconsideration
or a hearing under paragraph (2).

“(i1) OTHER ORDERS.—In the case of a revision sub-
mitted in response to an order under subsection (c)(1),
the revision shall be considered to have corrected the
deficiency (and the order rescinded insofar as it relates
to such deficiency) unless the Secretary determines
and notifies the State in writing, within 15 days after
the date the Secretary receives the revision, that the
State plan or amendment, as proposed to be revised,
still substantially violates a requirement of this title.
In such case the State may respond by seeking recon-
sideration or a hearing under paragraph (2).

“(D) REVISION RETROACTIVE.—If the revision provides
for compliance (in the case of an order under subsection
(b)(1)) or substantial compliance (in the case of an order
under subsection (c)(1)), the revision may be treated, at the
option of the State, as being effective either as of the effec-
tive date of the provision to which it relates or such later
date as the State and Secretary may agree.

“(2) STATE RESPONSE BY SEEKING RECONSIDERATION OR AN
ADMINISTRATIVE HEARING.—A State may respond to an order
under subsection (b) or (¢) by filing a request with the Sec-
retary for—

“(A) a reconsideration of the determination, pursuant
to subsection (e)(1), or

“(B) a review of the determination through an admin-
istrative hearing, pursuant to subsection (e)(2).

In such case for an order under subsection (c), the order shall
not take effect before the completion of the reconsideration or
hearing.

“(3) STATE RESPONSE BY CORRECTIVE ACTION PLAN.—

“(A) IN GENERAL.—In the case of an order described in
subsection (b)(2) or (c¢)(2) that relates to a violation in the
administration of the State plan, a State may respond to
such an order by submitting a corrective action plan with
the Secretary to correct deficiencies in the administration
of the plan which are the subject of the order.

“(B) REVIEW OF CORRECTIVE ACTION PLAN.—In the case
of a corrective action plan submitted in response to an
order under subsection (c)(2), the Secretary shall withhold
any action on the order for a period (not to exceed 30 days)
during which the Secretary reviews the corrective action
plan.
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“(C) SECRETARIAL RESPONSE.—

“(i) ORDERS RELATING TO GUARANTEES.—In the
case of a corrective action plan submitted in response
to an order under subsection (b)(2), the plan shall not
be considered to have corrected the deficiency unless
the Secretary determines and notifies the State that
the State’s administration of the State plan, as pro-
posed to be corrected in the plan, will not violate a re-
quirement of subsection (a) or (b) of section 1501. If
the Secretary determines that the plan does not cor-
rect the deficiency, the Secretary shall notify the State
in writing of such determination and the State may re-
spond by seeking reconsideration or a hearing under
paragraph (2).

“(ii1) OTHER ORDERS.—In the case of a corrective
action plan submitted in response to an order under
subsection (c)(2), the corrective action plan shall be
considered to have corrected the deficiency (and the
order rescinded insofar as it relates to such deficiency)
unless the Secretary determines and notifies the State
in writing, within 15 days after the date the Secretary
receives the corrective action plan, that the State’s ad-
ministration of the State plan, as proposed to be cor-
rected in the plan, will still substantially violate a re-
quirement of this title. In such case the State may re-
spond by seeking reconsideration or a hearing under
paragraph (2).

“(4) STATE RESPONSE BY WITHDRAWAL OF PLAN AMEND-
MENT; FAILURE TO RESPOND.—Insofar as an order relates to a
violation in a plan amendment submitted, a State may respond
to such an order by withdrawing the plan amendment and the
State plan shall be treated as though the amendment had not
been made.

“(e) ADMINISTRATIVE REVIEW AND HEARING.—

“(1) RECONSIDERATION.—Within 30 days after the date of
receipt of a request under subsection (d)(2)(A), the Secretary
shall notify the State of the time and place at which a hearing
will be held for the purpose of reconsidering the Secretary’s de-
termination. The hearing shall be held not less than 20 days
nor more than 60 days after the date notice of the hearing is
furnished to the State, unless the Secretary and the State
agree in writing to holding the hearing at another time. The
Secretary shall affirm, modify, or reverse the original deter-
mination within 60 days of the conclusion of the hearing.

“(2) ADMINISTRATIVE HEARING.—Within 30 days after the
date of receipt of a request under subsection (d)(2)(B), an ad-
ministrative law judge shall schedule a hearing for the purpose
of reviewing the Secretary’s determination. The hearing shall
be held not less than 20 days nor more than 60 days after the
date notice of the hearing is furnished to the State, unless the
Secretary and the State agree in writing to holding the hearing
at another time. The administrative law judge shall affirm,
modify, or reverse the determination within 60 days of the con-
clusion of the hearing.
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“(f) JupICIAL REVIEW.—

“(1) IN GENERAL.—A State which is dissatisfied with a
final determination made by the Secretary under subsection
(e)(1) or a final determination of an administrative law judge
under subsection (e)(2) may, within 60 days after it has been
notified of such determination, file with the United States
court of appeals for the circuit in which the State is located a
petition for review of such determination. A copy of the petition
shall be forthwith transmitted by the clerk of the court to the
Secretary and, in the case of a determination under subsection
(e)(2), to the administrative law judge involved. The Secretary
(or judge involved) thereupon shall file in the court the record
of the proceedings on which the final determination was based,
as provided in section 1502 of title 28, United States Code. Ex-
cept as provided in section 1508, only the Secretary, in accord-
ance with this title, may compel a State under Federal law to
comply with the provisions of this title or a State plan, or oth-
erwise enforce a provision of this title against a State, and no
action may be filed under Federal law against a State in rela-
tion to the State’s compliance, or failure to comply, with the
provisions of this title or of a State plan except under section
1508 or by the Secretary as provided under this subsection.

“(2) STANDARD FOR REVIEW.—The findings of fact by the
Secretary or administrative law judge, if supported by substan-
tial evidence, shall be conclusive, but the court, for good cause
shown, may remand the case to the Secretary or judge to take
further evidence, and the Secretary or judge may thereupon
make new or modified findings of fact and may modify a pre-
vious determination, and shall certify to the court the tran-
script and record of the further proceedings. Such new or modi-
fied findings of fact shall likewise be conclusive if supported by
substantial evidence.

“(3) JURISDICTION OF APPELLATE COURT.—The court shall
have jurisdiction to affirm the action of the Secretary or judge
or to set it aside, in whole or in part. The judgment of the
court shall be subject to review by the Supreme Court of the
United States upon certiorari or certification as provided in
section 1254 of title 28, United States Code.

“(g) WITHHOLDING OF FUNDS.—

“(1) IN GENERAL.—Any order under this section relating to
the withholding of funds shall be effective not earlier than the
effective date of the order and shall only relate to the portions
of a State plan or administration thereof which violate a re-
quirement of subsection (a) or (b) of section 1501 or substan-
tially violate another requirement of this title. In the case of
a failure to meet a set-aside requirement under section 1502(c),
any withholding shall only apply to the extent of such failure.

“(2) SUSPENSION OF WITHHOLDING.—The Secretary may
suspend withholding of funds under paragraph (1) during the
period reconsideration or administrative and judicial review is
pending under subsection (e) or (f).

“(3) RESTORATION OF FUNDS.—Any funds withheld under
this subsection under an order shall be immediately restored
to a State—
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“(A) to the extent and at the time the order is—

“(1) modified or withdrawn by the Secretary upon
reconsideration,

“(ii) modified or reversed by an administrative law
judge, or

“(ii1) set aside (in whole or in part) by an appellate
court; or

“(B) when the Secretary determines that the deficiency
which was the basis for the order is corrected;

“(C) when the Secretary determines that violation
which was the basis for the order is resolved or the amend-
ment which was the basis for the order is withdrawn; or

“(D) at any time upon the initiative of the Secretary.

“(th) INDIVIDUAL COMPLAINT PROCESS.—The Secretary shall
provide for a process under which an individual may notify the Sec-
retary concerning a State’s failure to provide medical assistance as
required under the State plan or otherwise comply with the re-
quirements of this title or such plan, including any failure to com-
ply with a requirement of subsection (a) or (b) of section 1501. If
the Secretary finds that there is a pattern of complaints with re-
spect to a State or that a particular failure or finding of noncompli-
ance is egregious, the Secretary shall notify the chief executive offi-
cer of the State of such finding and shall notify the Congress if the
State fails to respond to such notification within a reasonable pe-
riod of time.

“SEC. 1530. SECRETARIAL AUTHORITY.

“(a) NEGOTIATED AGREEMENT AND DISPUTE RESOLUTION.—

“(1) NEGOTIATIONS.—Nothing in this part shall be con-
strued as preventing the Secretary and a State from at any
time negotiating a satisfactory resolution to any dispute con-
cerning the approval of a State plan (or amendments to a State
plan) or the compliance of a State plan (including its adminis-
tration) with requirements of this title.

“(2) COOPERATION.—The Secretary shall act in a coopera-
tive manner with the States in carrying out this title. In the
event of a dispute between a State and the Secretary, the Sec-
retary shall, whenever practicable, engage in informal dispute
resolution activities in lieu of formal enforcement or sanctions
under section 1529.

“(b) LIMITATIONS ON DELEGATION OF DECISIONMAKING AUTHOR-
ITY.—The Secretary may not delegate (other than to the Adminis-
trator of the Health Care Financing Administration) the authority
to make determinations or reconsiderations respecting the approval
of State plans (or amendments to such plans) or the compliance of
a State plan (including its administration) with requirements of
this title. Such Administrator may not further delegate such au-
thority to any individual, including any regional official of such Ad-
ministration.

“(c) REQUIRING FORMAL RULEMAKING FOR CHANGES IN SEC-
RETARIAL ADMINISTRATION.—The Secretary shall carry out the ad-
ministration of the program under this title only through a pro-
spective formal rulemaking process, including issuing notices of
proposed rulemaking, publishing proposed rules or modifications to
rules in the Federal Register, and soliciting public comment.
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“PART D—PROGRAM INTEGRITY AND QUALITY

“SEC. 1551. USE OF AUDITS TO ACHIEVE FISCAL INTEGRITY.

“(a) FINANCIAL AUDITS OF PROGRAM.—

“(1) IN GENERAL.—Each State plan shall provide for an an-
nual audit of the State’s expenditures from amounts received
under this title, in compliance with chapter 75 of title 31, Unit-
ed States Code.

“(2) VERIFICATION AUDITS.—If, after consultation with the
State and the Comptroller General and after a fair hearing,
the Secretary determines that a State’s audit under paragraph
(1) was performed in substantial violation of chapter 75 of title
31, United States Code, the Secretary may—

“(A) require that the State provide for a verification
audit in compliance with such chapter, or

“(B) conduct such a verification audit.

“(3) AVAILABILITY OF AUDIT REPORTS.—Within 30 days
after completion of each audit or verification audit under this
subsection, the State shall—

“(A) provide the Secretary with a copy of the audit re-
port, including the State’s response to any recommenda-
tions of the auditor, and

“(B) make the audit report available for public inspec-
tion in the same manner as proposed State plan amend-
ments are made available under section 1525.

“(b) FiscAL CONTROLS.—

“(1) IN GENERAL.—With respect to the accounting and ex-
penditure of funds under this title, each State shall adopt and
maintain such fiscal controls, accounting procedures, and data
processing safeguards as the State deems reasonably necessary
to 1assure the fiscal integrity of the State’s activities under this
title.

“(2) CONSISTENCY WITH GENERALLY ACCEPTED ACCOUNTING
PRINCIPLES.—Such controls and procedures shall be generally
consistent with generally accepted accounting principles as rec-
ognized by the Governmental Accounting Standards Board or
the Comptroller General.

“(c) AuDITs OF PROVIDERS.—Each State plan shall provide that
the records of any entity providing items or services for which pay-
ment may be made under the plan may be audited as necessary to
ensure that proper payments are made under the plan.

“SEC. 1552. FRAUD PREVENTION PROGRAM.

“(a) ESTABLISHMENT.—Each State plan shall provide for the es-
tablishment and maintenance of an effective program for the detec-
tion and prevention of fraud and abuse by beneficiaries, providers,
and others in connection with the operation of the program.

“(b) PROGRAM REQUIREMENTS.—The program established pur-
suant to subsection (a) shall include at least the following require-
ments:

“(1) DISCLOSURE OF INFORMATION.—Any disclosing entity
(as defined in section 1124(a)) receiving payments under the
State plan shall comply with the requirements of section 1124.

“(2) SUPPLY OF INFORMATION.—An entity (other than an in-
dividual practitioner or a group of practitioners) that furnishes,
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or arranges for the furnishing of, an item or service under the

State plan shall supply upon request specifically addressed to

the entity by the Secretary or the State agency the information

described in section 1128(b)(9).

“(3) EXCLUSION.—

“(A) IN GENERAL.—The State plan shall exclude any
specified individual or entity from participation in the plan
for the period specified by the Secretary when required by
the Secretary to do so pursuant to section 1128 or section
1128A, and provide that no payment may be made under
the plan with respect to any item or service furnished by
such individual or entity during such period.

“(B) AUTHORITY.—In addition to any other authority, a
State may exclude any individual or entity for purposes of
participating under the State plan for any reason for
which the Secretary could exclude the individual or entity
from participation in a program under title XVIII or under
section 1128, 1128A, or 1866(b)(2).

“(4) NoTice.—The State plan shall provide that whenever
a provider of services or any other person is terminated, sus-
pended, or otherwise sanctioned or prohibited from participat-
ing under the plan, the State agency responsible for admin-
istering the plan shall promptly notify the Secretary and, in
the case of a physician, the State medical licensing board of
such action.

“(5) Access TO INFORMATION.—The State plan shall pro-
vide that the State will provide information and access to cer-
tain information respecting sanctions taken against health care
practitioners and providers by State licensing authorities in ac-
cordance with section 1553.

“SEC. 1553. INFORMATION CONCERNING SANCTIONS TAKEN BY STATE
LICENSING AUTHORITIES AGAINST HEALTH CARE PRAC-
TITIONERS AND PROVIDERS.

“(a) INFORMATION REPORTING REQUIREMENT.—The requirement
referred to in section 1552(b)(5) is that the State must provide for
the following:

“(1) INFORMATION REPORTING SYSTEM.—The State must
have in effect a system of reporting the following information
with respect to formal proceedings (as defined by the Secretary
in regulations) concluded against a health care practitioner or
entity by any authority of the State (or of a political subdivi-
sion thereof) responsible for the licensing of health care practi-
tioners (or any peer review organization or private accredita-
tion entity reviewing the services provided by health care prac-
titioners) or entities:

“(A) Any adverse action taken by such licensing au-
thority as a result of the proceeding, including any revoca-
tion or suspension of a license (and the length of any such
suspension), reprimand, censure, or probation.

“(B) Any dismissal or closure of the proceedings by
reason of the practitioner or entity surrendering the li-
cense or leaving the State or jurisdiction.
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“(C) Any other loss of the license of the practitioner or
entity, whether by operation of law, voluntary surrender,
or otherwise.

“(D) Any negative action or finding by such authority,
organization, or entity regarding the practitioner or entity.
“(2) AcceEss TO DOCUMENTS.—The State must provide the

Secretary (or an entity designated by the Secretary) with ac-

cess to such documents of the authority described in paragraph

(1) as may be necessary for the Secretary to determine the

facts and circumstances concerning the actions and determina-

tions described in such paragraph for the purpose of carrying
out this Act.

“(b) ForMm OF INFORMATION.—The information described in sub-
section (a)(1) shall be provided to the Secretary (or to an appro-
priate private or public agency, under suitable arrangements made
by the Secretary with respect to receipt, storage, protection of con-
fidentiality, and dissemination of information) in such a form and
manner as the Secretary determines to be appropriate in order to
provide for activities of the Secretary under this Act and in order
to provide, directly or through suitable arrangements made by the
Secretary, information—

“(1) to agencies administering Federal health care pro-
grams, including private entities administering such programs
under contract,

“(2) to licensing authorities described in subsection (a)(1),

“(3) to State agencies administering or supervising the ad-
ministration of State health care programs (as defined in sec-
tion 1128(h)),

“(4) to utilization and quality control peer review organiza-
tions described in part B of title XI and to appropriate entities
with contracts under section 1154(a)(4)(C) with respect to eligi-
ble organizations reviewed under the contracts,

“)(5) to State fraud control units (as defined in section
1534),

“(6) to hospitals and other health care entities (as defined
in section 431 of the Health Care Quality Improvement Act of
1986), with respect to physicians or other licensed health care
practitioners that have entered (or may be entering) into an
employment or affiliation relationship with, or have applied for
clinical privileges or appointments to the medical staff of, such
hospitals or other health care entities (and such information
shall be deemed to be disclosed pursuant to section 427 of, and
be subject to the provisions of, that Act),

“(7) to the Attorney General and such other law enforce-
ment officials as the Secretary deems appropriate, and

“(8) upon request, to the Comptroller General,
in order for such authorities to determine the fitness of individ-
uals to provide health care services, to protect the health and
safety of individuals receiving health care through such pro-
grams, and to protect the fiscal integrity of such programs.

“(c) CONFIDENTIALITY OF INFORMATION PROVIDED.—The Sec-
retary shall provide for suitable safeguards for the confidentiality
of the information furnished under subsection (a). Nothing in this
subsection shall prevent the disclosure of such information by a
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party which is otherwise authorized, under applicable State law, to
make such disclosure.

“(d) APPROPRIATE COORDINATION.—The Secretary shall provide
for the maximum appropriate coordination in the implementation
of subsection (a) of this section and section 422 of the Health Care
Quality Improvement Act of 1986 and section 1128E.

“SEC. 1554. STATE FRAUD CONTROL UNITS.

“(a) IN GENERAL.—Each State plan shall provide for a State
fraud control unit described in subsection (b) that effectively carries
out the functions and requirements described in such subsection,
unless the State demonstrates to the satisfaction of the Secretary
that the effective operation of such a unit in the State would not
be cost-effective because minimal fraud exists in connection with
the provision of covered services to eligible individuals under the
plan, and that beneficiaries under the plan will be protected from
abuse and neglect in connection with the provision of medical as-
sistance under the plan without the existence of such a unit.

“(b) UNITS DESCRIBED.—For purposes of this section, the term
‘State fraud control unit’ means a single identifiable entity of the
State government which meets the following requirements:

“(1) ORGANIZATION.—The entity—

“(A) is a unit of the office of the State Attorney Gen-
eral or of another department of State government which
possesses statewide authority to prosecute individuals for
criminal violations;

“(B) is in a State the constitution of which does not
provide for the criminal prosecution of individuals by a
statewide authority and has formal procedures that—

“(1) assure its referral of suspected criminal viola-
tions relating to the program under this title to the
appropriate authority or authorities in the State for
prosecution, and

“(il) assure its assistance of, and coordination
with, such authority or authorities in such prosecu-
tions; or
“(C) has a formal working relationship with the office

of the State Attorney General and has formal procedures
(including procedures for its referral of suspected criminal
violations to such office) which provide effective coordina-
tion of activities between the entity and such office with
respect to the detection, investigation, and prosecution of
suspected criminal violations relating to the program
under this title.

“(2) INDEPENDENCE.—The entity is separate and distinct
from any State agency that has principal responsibilities for
administering or supervising the administration of the State
plan.

“3) FunctioN.—The entity’s function is conducting a
statewide program for the investigation and prosecution of vio-
lations of all applicable State laws regarding any and all as-
pects of fraud in connection with any aspect of the provision
of medical assistance and the activities of providers of such as-
sistance under the State plan.
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“(4) REVIEW OF COMPLAINTS.—The entity has procedures
for reviewing complaints of the abuse and neglect of patients
of health care facilities which receive payments under the
State plan under this title, and, where appropriate, for acting
upon such complaints under the criminal laws of the State or
for referring them to other State agencies for action.

“(5) OVERPAYMENTS.—

“(A) IN GENERAL.—The entity provides for the collec-
tion, or referral for collection to a single State agency, of
overpayments that are made under the State plan to
health care providers and that are discovered by the entity
in carrying out its activities.

“(B) TREATMENT OF CERTAIN OVERPAYMENTS.—If an
overpayment is the direct result of the failure of the pro-
vider (or the provider’s billing agent) to adhere to a change
in the State’s billing instructions, the entity may recover
the overpayment only if the entity demonstrates that the
provider (or the provider’s billing agent) received prior
written or electronic notice of the change in the billing in-
structions before the submission of the claims on which the
overpayment is based.

“(6) PERSONNEL.—The entity employs such auditors, attor-
neys, investigators, and other necessary personnel and is orga-
nized in such a manner as is necessary to promote the effective
and efficient conduct of the entity’s activities.

“SEC. 1555. RECOVERIES FROM THIRD PARTIES AND OTHERS.
“(a) THIRD PARTY LiABILITY.—Each State plan shall provide for
reasonable steps—

“(1) to ascertain the legal liability of third parties to pay
for care and services available under the plan, including the
collection of sufficient information to enable States to pursue
claims against third parties, and

“(2) to seek reimbursement for medical assistance provided
to the extent legal liability is established where the amount ex-
pected to be recovered exceeds the costs of the recovery.

“(b) BENEFICIARY PROTECTION.—

“(1) IN GENERAL.—Each State plan shall provide that in
the case of a person furnishing services under the plan for
which a third party may be liable for payment—

“(A) the person may not seek to collect from the indi-
vidual (or financially responsible relative) payment of an
amount for the service more than could be collected under
the plan in the absence of such third party liability, and

“(B) may not refuse to furnish services to such an indi-
vidual because of a third party’s potential liability for pay-
ment for the service.

“(2) PENALTY.—A State plan may provide for a reduction
of any payment amount otherwise due with respect to a person
who furnishes services under the plan in an amount equal to
up to 3 times the amount of any payment sought to be col-
lected by that person in violation of paragraph (1)(A).

“(c) GENERAL LIABILITY.—The State shall prohibit any health
insurer, including a group health plan as defined in section 607 of
the Employee Retirement Income Security Act of 1974, a service
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benefit plan, or a health maintenance organization, in enrolling an
individual or in making any payments for benefits to the individual
or on the individual’s behalf, from taking into account that the in-
dividual is eligible for or is provided medical assistance under a
State plan for any State.

“(d) AcQUISITION OF RIGHTS OF BENEFICIARIES.—To the extent
that payment has been made under a State plan in any case where
a third party has a legal liability to make payment for such assist-
ance, the State shall have in effect laws under which, to the extent
that payment has been made under the plan for health care items
or services furnished to an individual, the State is considered to
have acquired the rights of such individual to payment by any
other party for such health care items or services.

“(e) ASSIGNMENT OF MEDICAL SUPPORT RIGHTS.—The State
plan shall provide for mandatory assignment of rights of payment
for medical support and other medical care owed to recipients in
accordance with section 1556.

“(f) REQUIRED LAws RELATING TO MEDICAL CHILD SUPPORT.—

“(1) IN GENERAL.—Each State with a State plan under this
title shall have in effect the following laws:

“(A) A law that prohibits an insurer from denying en-
rollment of a child under the health coverage of the child’s
parent on the ground that—

“(1) the child was born out of wedlock,

“(i1) the child is not claimed as a dependent on the
parent’s Federal income tax return, or

“(ii1) the child does not reside with the parent or
in the insurer’s service area.

“(B) In any case in which a parent is required by a
court or administrative order to provide health coverage
for a child and the parent is eligible for family health cov-
erage through an insurer, a law that requires such in-
surer—

“(i) to permit such parent to enroll under such
family coverage any such child who is otherwise eligi-
ble for such coverage (without regard to any enroll-
ment season restrictions);

“(i) if such a parent is enrolled but fails to make
application to obtain coverage of such child, to enroll
such child under such family coverage upon applica-
tion by the child’s other parent or by the State agency
administering the program under this title or part D
of title IV; and

“(iii) not to disenroll, or eliminate coverage of,
such a child unless the insurer is provided satisfactory
written evidence that—

“I) such court or administrative order is no
longer in effect, or

“(II) the child is or will be enrolled in com-
parable health coverage through another insurer
which will take effect not later than the effective
date of such disenrollment.

“(C) In any case in which a parent is required by a
court or administrative order to provide health coverage
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for a child and the parent is eligible for family health cov-
erage through an employer doing business in the State, a
law that requires such employer—

“(i) to permit such parent to enroll under such
family coverage any such child who is otherwise eligi-
ble for such coverage (without regard to any enroll-
ment season restrictions);

“(i) if such a parent is enrolled but fails to make
application to obtain coverage of such child, to enroll
such child under such family coverage upon applica-
tion by the child’s other parent or by the State agency
administering the program under this title or part D
of title IV; and

“(iii) not to disenroll (or eliminate coverage of) any
such child unless—

“(I) the employer is provided satisfactory writ-
ten evidence that such court or administrative
order is no longer in effect, or the child is or will
be enrolled in comparable health coverage which
will take effect not later than the effective date of
such disenrollment, or

“II) the employer has eliminated family
health coverage for all of its employees; and
“(iv) to withhold from such employee’s compensa-

tion the employee’s share (if any) of premiums for

health coverage (except that the amount so withheld
may not exceed the maximum amount permitted to be
withheld under section 303(b) of the Consumer Credit

Protection Act), and to pay such share of premiums to

the insurer, except that the Secretary may provide by

regulation for appropriate circumstances under which
an employer may withhold less than such employee’s
share of such premiums.

“(D) A law that prohibits an insurer from imposing re-
quirements on a State agency, which has been assigned
the rights of an individual eligible for medical assistance
under this title and covered for health benefits from the
insurer, that are different from requirements applicable to
an agent or assignee of any other individual so covered.

“(E) A law that requires an insurer, in any case in
which a child has health coverage through the insurer of
a noncustodial parent—

“d) to provide such information to the custodial
parent as may be necessary for the child to obtain ben-
efits through such coverage,

“(i1) to permit the custodial parent (or provider,
with the custodial parent’s approval) to submit claims
for covered services without the approval of the non-
custodial parent, and

“(iii) to make payment on claims submitted in ac-
cordance with clause (ii) directly to such custodial par-
ent, the provider, or the State agency.

“(F) A law that permits the State agency under this
title to garnish the wages, salary, or other employment in-
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come of, and requires withholding amounts from State tax

refunds to, any person who—

“(1) 1s required by court or administrative order to
provide coverage of the costs of health services to a
chilld who is eligible for medical assistance under this
title,

“(ii) has received payment from a third party for
the costs of such services to such child, but

“(iii) has not used such payments to reimburse, as
appropriate, either the other parent or guardian of
such child or the provider of such services,

to the extent necessary to reimburse the State agency for

expenditures for such costs under its plan under this title,

but any claims for current or past-due child support shall
take priority over any such claims for the costs of such
services.

“(2) DEFINITION.—For purposes of this subsection, the term
‘insurer’ includes a group health plan, as defined in section
607(1) of the Employee Retirement Income Security Act of
1974, a health maintenance organization, and an entity offer-
ing a service benefit plan.

“(g) ESTATE RECOVERIES AND LIENS PERMITTED.—A State may
take such actions as it considers appropriate to adjust or recover
from the individual or the individual’s estate any amounts paid as
medical assistance to or on behalf of the individual under the State
plan, including through the imposition of liens against the property
or estate of the individual to the extent consistent with section
1506.

“SEC. 1556. ASSIGNMENT OF RIGHTS OF PAYMENT.

“(a) IN GENERAL.—For the purpose of assisting in the collection
of medical support payments and other payments for medical care
owed to recipients of medical assistance under the State plan, each
State plan shall—

“(1) provide that, as a condition of eligibility for medical
assistance under the plan to an individual who has the legal
capacity to execute an assignment for himself, the individual
is required—

“(A) to assign the State any rights, of the individual
or of any other person who is eligible for medical assist-
ance under the plan and on whose behalf the individual
has the legal authority to execute an assignment of such
rights, to support (specified as support for the purpose of
medical care by a court or administrative order) and to
payment for medical care from any third party,

“(B) to cooperate with the State (i) in establishing the
paternity of such person (referred to in subparagraph (A))
if the person is a child born out of wedlock, and (ii) in ob-
taining support and payments (described in subparagraph
(A)) for himself and for such person, unless (in either case)
the individual is a pregnant woman or the individual is
found to have good cause for refusing to cooperate as de-
termined by the State, and

“(C) to cooperate with the State in identifying, and
providing information to assist the State in pursuing, any
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third party who may be liable to pay for care and services

available under the plan, unless such individual has good

cause for refusing to cooperate as determined by the State;
and

“(2) provide for entering into cooperative arrangements, in-
cluding financial arrangements, with any appropriate agency of
any State (including, with respect to the enforcement and col-
lection of rights of payment for medical care by or through a
parent, with a State’s agency established or designated under
section 454(3)) and with appropriate courts and law enforce-
ment officials, to assist the agency or agencies administering
the plan with respect to—

“(A) the enforcement and collection of rights to support
or payment assigned under this section, and
“(B) any other matters of common concern.

“(b) USE OF AMOUNTS COLLECTED.—Such part of any amount
collected by the State under an assignment made under the provi-
sions of this section shall be retained by the State as is necessary
to reimburse it for medical assistance payments made on behalf of
an individual with respect to whom such assignment was executed
(with appropriate reimbursement of the Federal Government to the
extent of its participation in the financing of such medical assist-
ance), and the remainder of such amount collected shall be paid to
such individual.

“SEC. 1557. QUALITY ASSURANCE REQUIREMENTS FOR NURSING FA-
CILITIES.

“(a) NURSING FAciLITY DEFINED.—In this title, the term ‘nurs-
ing facility’ means an institution (or a distinct part of an institu-
tion) which—

“(1) is primarily engaged in providing to residents—

“(A) skilled nursing care and related services for resi-
dents who require medical or nursing care,

“(B) rehabilitation services for the rehabilitation of in-
jured, disabled, or sick persons, or

“(C) on a regular basis, health-related care and serv-
ices to individuals who because of their mental or physical
condition require care and services (above the level of room
and board) which can be made available to them only
through institutional facilities,

and is not primarily for the care and treatment of mental dis-

eases;

“(2) has in effect a transfer agreement (meeting the re-
quirements of section 1861(1)) with one or more hospitals hav-
ing agreements in effect under section 1866; and

“(3) meets the requirements for a nursing facility described
in subsections (b), (c¢), and (d) of this section.

Such term also includes any facility which is located in a State on
an Indian reservation and is certified by the Secretary as meeting
the requirements of paragraph (1) and subsections (b), (¢), and (d).

“(b) REQUIREMENTS RELATING TO PROVISION OF SERVICES.—

“(1) QUALITY OF LIFE.—

“(A) IN GENERAL.—A nursing facility must care for its
residents in such a manner and in such an environment as
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will promote maintenance or enhancement of the quality of

life of each resident.

“(B) QUALITY ASSESSMENT AND ASSURANCE.—A nursing
facility must maintain a quality assessment and assurance
committee, consisting of the director of nursing services, a
physician designated by the facility, and at least 3 other
members of the facility’s staff, which (i) meets at least
quarterly to identify issues with respect to which quality
assessment and assurance activities are necessary and (ii)
develops and implements appropriate plans of action to
correct identified quality deficiencies. A State or the Sec-
retary may not require disclosure of the records of such
committee except insofar as such disclosure is related to
the compliance of such committee with the requirements of
this subparagraph.

“(2) SCOPE OF SERVICES AND ACTIVITIES UNDER PLAN OF
CARE.—A nursing facility must provide services and activities
to attain or maintain the highest practicable physical, mental,
and psychosocial well-being of each resident in accordance with
a written plan of care which—

“(A) describes the medical, nursing, and psychosocial
needs of the resident and how such needs will be met;

“(B) is initially prepared, with the participation to the
extent practicable of the resident or the resident’s family
or legal representative, by a team which includes the resi-
dent’s attending physician and a registered professional
nurse with responsibility for the resident; and

“(C) is periodically reviewed and revised by such team
after each assessment under paragraph (3).

“(3) RESIDENTS’ ASSESSMENT.—

“(A) REQUIREMENT.—A nursing facility must conduct a
comprehensive, accurate, standardized, reproducible as-
sessment of each resident’s functional capacity, which as-
sessment—

“(1) describes the resident’s capability to perform
daily life functions and significant impairments in
functional capacity;

“(ii) is based on a uniform minimum data set spec-
ified by the Secretary under subsection (f)(6)(A);

“(i1i) uses an instrument which is specified by the
State under subsection (e)(5); and

“({iv) includes the identification of medical prob-
lems.

“(B) CERTIFICATION.—

“(i) IN GENERAL.—Each such assessment must be
conducted or coordinated (with the appropriate partici-
pation of health professionals) by a registered profes-
sional nurse who signs and certifies the completion of
the assessment. Each individual who completes a por-
tion of such an assessment shall sign and certify as to
the accuracy of that portion of the assessment.

“(i1) PENALTY FOR FALSIFICATION.—

“(I) An individual who willfully and knowingly
certifies under clause (i) a material and false
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statement in a resident assessment is subject to a
civil money penalty of not more than $1,000 with
respect to each assessment.

“II) An individual who willfully and know-
ingly causes another individual to certify under
clause (i) a material and false statement in a resi-
dent assessment is subject to a civil money pen-
alty of not more than $5,000 with respect to each
assessment.

“(IIT) The provisions of section 1128A (other
than subsections (a) and (b)) shall apply to a civil
money penalty under this clause in the same man-
ner as such provisions apply to a penalty or pro-
ceeding under section 1128A(a).

“(iii) USE OF INDEPENDENT ASSESSORS.—If a State
determines, under a survey under subsection (g) or
otherwise, that there has been a knowing and willful
certification of false assessments under this para-
graph, the State may require (for a period specified by
the State) that resident assessments under this para-
graph be conducted and certified by individuals who
are independent of the facility and who are approved
by the State.

“(C) FREQUENCY.—

“1) IN GENERAL.—Such an assessment must be
conducted—

“(I) promptly upon (but no later than 14 days
after the date of) admission for each individual
admitted,;

“(IT) promptly after a significant change in the
resident’s physical or mental condition; and

“(III) 1n no case less often than once every 12
months.

“(i1) RESIDENT REVIEW.—The nursing facility must
examine each resident no less frequently than once
every 3 months and, as appropriate, revise the resi-
dent’s assessment to assure the continuing accuracy of
the assessment.

“(D) USE.—The results of such an assessment shall be
used in developing, reviewing, and revising the resident’s
plan of care under paragraph (2).

“(E) COORDINATION.—Such assessments shall be co-
ordinated with any State-required preadmission screening
program to the maximum extent practicable in order to
avoid duplicative testing and effort. In addition, a nursing
facility shall notify the State mental health authority or
State mental retardation or developmental disability au-
thority, as applicable, promptly after a significant change
in the physical or mental condition of a resident who 1is
mentally ill or mentally retarded.

“(4) PROVISION OF SERVICES AND ACTIVITIES.—

“(A) IN GENERAL.—To the extent needed to fulfill all
plans of care described in paragraph (2), a nursing facility
must provide (or arrange for the provision of)—
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“(i) nursing and related services and specialized
rehabilitative services to attain or maintain the high-
est practicable physical, mental, and psychosocial well-
being of each resident;

“(i1) medically-related social services to attain or
maintain the highest practicable physical, mental, and
psychosocial well-being of each resident;

“(iil) pharmaceutical services (including proce-
dures that assure the accurate acquiring, receiving,
dispensing, and administering of all drugs and
biologicals) to meet the needs of each resident;

“(iv) dietary services that assure that the meals
meet the daily nutritional and special dietary needs of
each resident;

“(v) an on-going program, directed by a qualified
professional, of activities designed to meet the inter-
ests and the physical, mental, and psychosocial well-
being of each resident;

“(vi) routine dental services (to the extent covered
under the State plan) and emergency dental services
to meet the needs of each resident; and

“(vii) treatment and services required by mentally
ill and mentally retarded residents not otherwise pro-
vided or arranged for (or required to be provided or ar-
ranged for) by the State.

The services provided or arranged by the facility must
meet professional standards of quality.

“(B) QUALIFIED PERSONS PROVIDING SERVICES.—Serv-
ices described in clauses (i), (ii), (iii), (iv), and (vi) of sub-
paragraph (A) must be provided by qualified persons in ac-
cordance with each resident’s written plan of care.

“(C) REQUIRED NURSING CARE; FACILITY WAIVERS.—

“(i) GENERAL REQUIREMENTS.—A nursing facility—

“(I) except as provided in clause (ii), must pro-
vide 24-hour licensed nursing services which are
sufficient to meet the nursing needs of its resi-
dents, and

“(II) except as provided in clause (ii), must
use the services of a registered professional nurse
for at least 8 consecutive hours a day, 7 days a
week.

“(ii) WAIVER BY STATE.—To the extent that a facil-
ity is unable to meet the requirements of clause (i), a
State may waive such requirements with respect to
the facility if—

“(I) the facility demonstrates to the satisfac-
tion of the State that the facility has been unable,
despite diligent efforts (including offering wages
at the community prevailing rate for nursing fa-
cilities), to recruit appropriate personnel,

“(II) the State determines that a waiver of the
requirement will not endanger the health or safe-
ty of individuals staying in the facility,
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“(IIT) the State finds that, for any such peri-
ods in which licensed nursing services are not
available, a registered professional nurse or a phy-
sician is obligated to respond immediately to tele-
phone calls from the facility,

“IV) the State agency granting a waiver of
such requirements provides notice of the waiver to
the State long-term care ombudsman (established
under section 307(a)(12) of the Older Americans
Act of 1965) and the protection and advocacy sys-
tem in the State for the mentally ill and the men-
tally retarded, and

“(V) the nursing facility that is granted such
a waiver by a State notifies residents of the facil-
ity (or, where appropriate, the guardians or legal
representatives of such residents) and members of
their immediate families of the waiver.

A waiver under this clause shall be subject to annual

review and to the review of the Secretary and subject

to clause (iii) shall be accepted by the Secretary for
purposes of this title to the same extent as is the

State’s certification of the facility. In granting or re-

newing a waiver, a State may require the facility to

use other qualified, licensed personnel.

“(iiil) ASSUMPTION OF WAIVER AUTHORITY BY SEC-
RETARY.—If the Secretary determines that a State has
shown a clear pattern and practice of allowing waivers
in the absence of diligent efforts by facilities to meet
the staffing requirements, the Secretary shall assume
and exercise the authority of the State to grant waiv-
ers.

“(5) REQUIRED TRAINING OF NURSE AIDES.—

“(A) IN GENERAL.—(i) Except as provided in clause (ii),
a nursing facility must not use on a full-time basis any in-
dividual as a nurse aide in the facility, for more than 4
months unless the individual—

“I) has completed a training and competency
evaluation program, or a competency evaluation pro-
gram, approved by the State wunder subsection
(e)(1)(A), and

“(II) is competent to provide nursing or nursing-
related services.

“(i1) A nursing facility must not use on a temporary,
per diem, leased, or on any other basis other than as a
permanent employee any individual as a nurse aide in the
facility, unless the individual meets the requirements de-
scribed in clause (i).

“(B) OFFERING COMPETENCY EVALUATION PROGRAMS
FOR CURRENT EMPLOYEES.—A nursing facility must pro-
vide, for individuals used as a nurse aide by the facility,
for a competency evaluation program approved by the
State under subsection (e)(1) and such preparation as may
be necessary for the individual to complete such a pro-

gram.
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“(C) CoMPETENCY.—The nursing facility must not per-
mit an individual, other than in a training and competency
evaluation program approved by the State, to serve as a
nurse aide or provide services of a type for which the indi-
vidual has not demonstrated competency and must not use
such an individual as a nurse aide unless the facility has
inquired of any State registry established under subsection
(e)(2)(A) that the facility believes will include information
concerning the individual.

“(D) RE-TRAINING REQUIRED.—For purposes of sub-
paragraph (A), if, since an individual’s most recent comple-
tion of a training and competency evaluation program,
there has been a continuous period of 24 consecutive
months during none of which the individual performed
nursing or nursing-related services for monetary com-
pensation, such individual shall complete a new training
and competency evaluation program, or a new competency
evaluation program.

“(E) REGULAR IN-SERVICE EDUCATION.—The nursing fa-
cility must provide such regular performance review and
regular in-service education as assures that individuals
used as nurse aides are competent to perform services as
nurse aides, including training for individuals providing
nursing and nursing-related services to residents with cog-
nitive impairments.

“(F) NURSE AIDE DEFINED.—In this paragraph, the
term ‘nurse aide’ means any individual providing nursing
or nursing-related services to residents in a nursing facil-
ity, but does not include an individual—

“(1) who is a licensed health professional (as de-
fined in subparagraph (G)) or a registered dietitian, or

“(i1) who volunteers to provide such services with-
out monetary compensation.

“(G) LICENSED HEALTH PROFESSIONAL DEFINED.—In
this paragraph, the term °‘licensed health professional’
means a physician, physician assistant, nurse practitioner,
physical, speech, or occupational therapist, physical or oc-
cupational therapy assistant, registered professional nurse,
licensed practical nurse, or licensed or certified social
worker.

“(6) PHYSICIAN SUPERVISION AND CLINICAL RECORDS.—A
nursing facility must—

“(A) require that the health care of every resident be
provided under the supervision of a physician (or, at the
option of a State, under the supervision of a nurse practi-
tioner, clinical nurse specialist, or physician assistant who
is not an employee of the facility but who is working in col-
laboration with a physician);

“(B) provide for having a physician available to furnish
necessary medical care in case of emergency; and

“(C) maintain clinical records on all residents, which
records include the plans of care (described in paragraph
(2)) and the residents’ assessments (described in para-
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graph (3)), as well as the results of any pre-admission

screening conducted under subsection (e)(7).

“(7) REQUIRED SOCIAL SERVICES.—In the case of a nursing
facility with more than 120 beds, the facility must have at
least one social worker (with at least a bachelor’s degree in so-
cial work or similar professional qualifications) employed full-
time to provide or assure the provision of social services.

“(c) REQUIREMENTS RELATING TO RESIDENTS’ RIGHTS.—

“(1) GENERAL RIGHTS.—

“(A) SPECIFIED RIGHTS.—A nursing facility must pro-
tect and promote the rights of each resident, including
each of the following rights:

“(i) FREE cHOICE.—The right to choose a personal
attending physician, to be fully informed in advance
about care and treatment, to be fully informed in ad-
vance of any changes in care or treatment that may
affect the resident’s well-being, and (except with re-
spect to a resident adjudged incompetent) to partici-
pate in planning care and treatment or changes in
care and treatment.

“(ii) FREE FROM RESTRAINTS.—The right to be free
from physical or mental abuse, corporal punishment,
involuntary seclusion, and any physical or chemical re-
straints imposed for purposes of discipline or conven-
ience and not required to treat the resident’s medical
symptoms. Restraints may only be imposed—

“(I) to ensure the physical safety of the resi-
dent or other residents, and

“(II) only upon the written order of a physi-
cian that specifies the duration and circumstances
under which the restraints are to be used (except
in emergency circumstances specified by the Sec-
retary until such an order could reasonably be ob-
tained).

“(iii) Privacy.—The right to privacy with regard
to accommodations, medical treatment, written and
telephonic communications, visits, and meetings of
family and of resident groups.

“(iv) CONFIDENTIALITY.—The right to confidential-
ity of personal and clinical records and to access to
current clinical records of the resident upon request by
the resident or the resident’s legal representative,
within 24 hours (excluding hours occurring during a
weekend or holiday) after making such a request.

“(v) ACCOMMODATION OF NEEDS.—The right—

“(D to reside and receive services with reason-
able accommodation of individual needs and pref-
erences, except where the health or safety of the
individual or other residents would be endan-
gered, and

“(IT) to receive notice before the room or room-
mate of the resident in the facility is changed.

“(vi) GRIEVANCES.—The right to voice grievances
with respect to treatment or care that is (or fails to be)
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furnished, without discrimination or reprisal for voic-
ing the grievances and the right to prompt efforts by
the facility to resolve grievances the resident may
have, including those with respect to the behavior of
other residents.

“(vil) PARTICIPATION IN RESIDENT AND FAMILY
GROUPS.—The right of the resident to organize and
participate in resident groups in the facility and the
right of the resident’s family to meet in the facility
with the families of other residents in the facility.

“(viii) PARTICIPATION IN OTHER ACTIVITIES.—The
right of the resident to participate in social, religious,
and community activities that do not interfere with
the rights of other residents in the facility.

“(ix) EXAMINATION OF SURVEY RESULTS.—The right
to examine, upon reasonable request, the results of the
most recent survey of the facility conducted by the
Secretary or a State with respect to the facility and
allly plan of correction in effect with respect to the fa-
cility.

“(x) REFUSAL OF CERTAIN TRANSFERS.—The right
to refuse a transfer to another room within the facil-
ity, if a purposes of the transfer is to relocate the resi-
dent from a portion of the facility that is not a skilled
nursing facility (for purposes of title XVIII) to a por-
tion of the facility that 1s such a skilled nursing facil-
ity.

“(xi) OTHER RIGHTS.—Any other right established
by the Secretary.

Clause (i) shall not be construed as precluding a State
from requiring a resident of a nursing facility to choose a
personal attending physician who participates in a man-
aged care network under a contract with the State to pro-
vide medical assistance under this title. Clause (iii) shall
not be construed as requiring the provision of a private
room. A resident’s exercise of a right to refuse transfer
under clause (x) shall not affect the resident’s eligibility or
entitlement to medical assistance under this title or a
State’s entitlement to Federal medical assistance under
1(;1his title with respect to services furnished to such a resi-
ent.
“(B) NOTICE OF RIGHTS.—A nursing facility must—

“(1) inform each resident, orally and in writing at
the time of admission to the facility, of the resident’s
legal rights during the stay at the facility and of the
requirements and procedures for establishing eligi-
bility for medical assistance under this title, including
the right to request an assessment under section
1505(c)(1)(B);

“(ii) make available to each resident, upon reason-
able request, a written statement of such rights (which
statement is updated upon changes in such rights) in-
cluding the notice (if any) of the State developed under
subsection (e)(6);
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“(iii) inform each resident who is entitled to medi-
cal assistance under this title—

“I) at the time of admission to the facility or,
if later, at the time the resident becomes eligible
for such assistance, of the items and services that
are included in nursing facility services under the
State plan and for which the resident may not be
charged, and of those other items and services
that the facility offers and for which the resident
may be charged and the amount of the charges for
such items and services, and

“(II) of changes in the items and services de-
scribed in subclause (I) and of changes in the
charges imposed for items and services described
in that subclause; and
“(iv) inform each other resident, in writing before

or at the time of admission and periodically during the

resident’s stay, of services available in the facility and
of related charges for such services, including any
charges for services not covered under title XVIII or by
the facility’s basic per diem charge.
The written description of legal rights under this subpara-
graph shall include a description of the protection of per-
sonal funds under paragraph (6) and a statement that a
resident may file a complaint with a State survey and cer-
tification agency respecting resident abuse and neglect and
misappropriation of resident property in the facility.

“(C) RIGHTS OF INCOMPETENT RESIDENTS.—In the case
of a resident adjudged incompetent under the laws of a
State, the rights of the resident under this title shall de-
volve upon, and, to the extent judged necessary by a court
of competent jurisdiction, be exercised by, the person ap-
pointed under State law to act on the resident’s behalf.

“D) USE OF PSYCHOPHARMACOLOGIC DRUGS.—
Psychopharmacologic drugs may be administered only on
the orders of a physician and only as part of a plan (in-
cluded in the written plan of care described in paragraph
(2)) designed to eliminate or modify the symptoms for
which the drugs are prescribed and only if, at least annu-
ally an independent, external consultant reviews the ap-
propriateness of the drug plan of each resident receiving
such drugs.

“(2) TRANSFER AND DISCHARGE RIGHTS.—

“(A) IN GENERAL.—A nursing facility must permit each
resident to remain in the facility and must not transfer or
discharge the resident from the facility unless—

“(i) the transfer or discharge is necessary to meet
the resident’s welfare and the resident’s welfare can-
not be met in the facility;

“(i1) the transfer or discharge is appropriate be-
cause the resident’s health has improved sufficiently
so the resident no longer needs the services provided
by the facility;
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“(ii) the safety of individuals in the facility is en-
dangered,;

“(iv) the health of individuals in the facility would
otherwise be endangered;

“(v) the resident has failed, after reasonable and
appropriate notice, to pay (or to have paid under this
title or title XVIII on the resident’s behalf) for a stay
at the facility; or

“(vi) the facility ceases to operate.

In each of the cases described in clauses (i) through (iv),
the basis for the transfer or discharge must be documented
in the resident’s clinical record. In the cases described in
clauses (i) and (ii), the documentation must be made by
the resident’s physician, and in the case described in
clause (iv) the documentation must be made by a physi-
cian. For purposes of clause (v), in the case of a resident
who becomes eligible for assistance under this title after
admission to the facility, only charges which may be im-
posed under this title shall be considered to be allowable.
“(B) PRE-TRANSFER AND PRE-DISCHARGE NOTICE.—

“(1) IN GENERAL.—Before effecting a transfer or
discharge of a resident, a nursing facility must—

“(I) notify the resident (and, if known, an im-
mediate family member of the resident or legal
representative) of the transfer or discharge and
the reasons therefor,

“(II) record the reasons in the resident’s clini-
cal record (including any documentation required
under subparagraph (A)), and

“(I1I) include in the notice the items described
in clause (iii).

“(ii) TIMING OF NOTICE.—The notice under clause
(i)(I) must be made at least 30 days in advance of the
resident’s transfer or discharge except—

“(I) in a case described in clause (iii) or (iv) of
subparagraph (A);

“(II) in a case described in clause (ii) of sub-
paragraph (A), where the resident’s health im-
proves sufficiently to allow a more immediate
transfer or discharge;

“(III) in a case described in clause (i) of sub-
paragraph (A), where a more immediate transfer
or discharge is necessitated by the resident’s ur-
gent medical needs; or

“IV) in a case where a resident has not re-
sided in the facility for 30 days.

In the case of such exceptions, notice must be given as
many days before the date of the transfer or discharge
as is practicable.

“(ii) ITEMS INCLUDED IN NOTICE.—Each notice
under clause (i) must include—

“(I) notice of the resident’s right to appeal the
transfer or discharge under the State process es-
tablished under subsection (e)(3);



273

“II) the name, mailing address, and tele-
phone number of the State long-term care om-
budsman (established under title III or VII of the
Older Americans Act of 1965);

“III) in the case of residents with devel-
opmental disabilities, the mailing address and
telephone number of the agency responsible for
the protection and advocacy system for devel-
opmentally disabled individuals established under
part C of the Developmental Disabilities Assist-
ance and Bill of Rights Act; and

“IV) in the case of mentally ill residents (as
defined in subsection (e)(7)(G)(i)), the mailing ad-
dress and telephone number of the agency respon-
sible for the protection and advocacy system for
mentally ill individuals established under the Pro-
tection and Advocacy for Mentally Ill Individuals
Act.

“(C) ORIENTATION.—A nursing facility must provide
sufficient preparation and orientation to residents to en-
sure safe and orderly transfer or discharge from the facil-
ity.

“(D) NOTICE ON BED-HOLD POLICY AND READMISSION.—

“(i) NOTICE BEFORE TRANSFER.—Before a resident
of a nursing facility is transferred for hospitalization
or therapeutic leave, a nursing facility must provide
written information to the resident and an immediate
family member or legal representative concerning—

“(D the provisions of the State plan under this
title regarding the period (if any) during which
the resident will be permitted under the State
plan to return and resume residence in the facil-
ity, and

“(II) the policies of the facility regarding such
a period, which policies must be consistent with
clause (iii).

“(i1) NOTICE UPON TRANSFER.—At the time of
transfer of a resident to a hospital or for therapeutic
leave, a nursing facility must provide written notice to
the resident and an immediate family member or legal
representative of the duration of any period described
in clause (i).

“(iii) PERMITTING RESIDENT TO RETURN.—A nurs-
ing facility must establish and follow a written policy
under which a resident—

“I) who is eligible for medical assistance for
nursing facility services under a State plan,

“(II) who is transferred from the facility for
hospitalization or therapeutic leave, and

“(IIT) whose hospitalization or therapeutic
leave exceeds a period paid for under the State
plan for the holding of a bed in the facility for the
resident,
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will be permitted to be readmitted to the facility im-

mediately upon the first availability of a bed in a room

(not including a private room) in the facility if, at the

time of readmission, the resident requires the services
provided by the facility.
“(3) ACCESS AND VISITATION RIGHTS.—A nursing facility
must—

“(A) permit immediate access to any resident by any
representative of the Secretary, by any representative of
the State, by an ombudsman or agency described in sub-
clause (II), (ITI), or (IV) of paragraph (2)(B)(iii), or by the
resident’s individual physician;

“(B) permit immediate access to a resident, subject to
the resident’s right to deny or withdraw consent at any
téime, by immediate family or other relatives of the resi-

ent;

“(C) permit immediate access to a resident, subject to
reasonable restrictions and the resident’s right to deny or
withdraw consent at any time, by others who are visiting
with the consent of the resident;

“(D) permit reasonable access to a resident by any en-
tity or individual that provides health, social, legal, or
other services to the resident, subject to the resident’s
right to deny or withdraw consent at any time; and

“(E) permit representatives of the State ombudsman
(described in paragraph (2)(B)(iii)(I)), with the permission
of the resident (or the resident’s legal representative) and
consistent with State law, to examine a resident’s clinical
records.

“(4) EQUAL ACCESS TO QUALITY CARE.—

“(A) IN GENERAL.—A nursing facility must establish
and maintain identical policies and practices regarding
transfer, discharge, and the provision of services required
under the State plan for all individuals regardless of
source of payment.

“(B) CONSTRUCTION.—

“(i) NOTHING PROHIBITING ANY CHARGES FOR NON-
MEDICAL ASSISTANCE PATIENTS.—Subparagraph (A)
shall not be construed as prohibiting a nursing facility
from charging any amount for services furnished, con-
sistent with the notice in paragraph (1)(B) describing
such charges.

“i1)) NO ADDITIONAL SERVICES REQUIRED.—Sub-
paragraph (A) shall not be construed as requir